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We would welcome the opportunity to | Withoutexpense or obligation onyour 
assist youinthedevelopmentofappro- _ part, we would study your personnel 
priate provisions for a retirement data and submit a report including 


or other employee benefit program. cost estimates for variant provisions. 
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Pension Trust Division 
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TRAINING 
YOU CAN 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for LAS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to IAS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 










EXECUTIVE EDUCATIONAL COMMITTEE 
Practicing Certified Publie Accountant ; Member of Faculty, International Accountants Society, 
om ~ eee Inc. ; Former President, Illinois Chamber of Commerce ; Former President, Amervoan Society of 
_ Certified Public Accountants ; Former President, Executives Club of Chicago. 
Head, Department of Business Administration, Tezas A. and M. College; Past President, Ameri- 





beg! ne ee can Accounting Association; Former Educational Director, American Institute of Accountants ; 
sa dereitaad = Past President, Tezas Society of C.P.A.’s ; Editor of “Contemporary Accounting.” 
EXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc. ; Dean Emeritus, College 
oy 4 D.Sc of Engineering, Cornell University ; Former President, American Society of Mechanical Bngi- 
ae _ neers; author of “Cost Finding,” “Industrial Economics,’ and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc. ; Fe ‘hatrman, 
B.Sc., Ph. D Board of Directors, The Ronald Press Company; Former Director, Department of Management, 
eee ee New York University; author of “Office Management’ and other textbooks. 
STEPHEN GILMAN Educational Director, International Accountants Society, Inc.: author of “Accounting Concepts ¢ 
B.Sc., C.P.A. of Profit,” “Analyzing Financial Statements,” “Principles of Accounting,’ “What the Figures % 
siete Mean,’’ and numerous technical articles on accounting and allied subjects z 
FACULTY 
Stanley E. Beatty, C.P.A. C. W. Emshoff, S.B., C.P.A. Paul Moore, B.S., M.S., C.P.A. G. E. Taylor, C.P.A. 
Robert Dick, B.L., C.P.A Stephen Gilman, B.Sc. . C.P.A. Frank H. Murray, C.P.A. i G. Terry, A.B., C.P.A 
Roy E. Duvall, B. ay $., CPA. CE. Hogiund, 8.S., M ag A., C.P.A. Kenneth E. Oakley, C.P.A . G. Westphain, C.P.A 
George P. Ellis, C.P.. A. James W. Love, C.P.A William A. Parrish, B.S., C.P.A Cort R. White, C.P.A. 








Additional information about this training will be sent to you in booklet form, on request. 
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ANOTHER FINE PRODUCT IN EDISON'S COMPLETE LINE...! 


\ Imagine “phoning” 
your written work! 


eps Edison Televoice 
~ costs as little as 9¢ 
oe per desk per day! 


ONE RECORDER SERVES ONE TO DOZENS OF- DESKS! 
EASY AS TELEPHONING! 

1» TURNS THOUGHTS INTO INSTANT ACTIONS! 

1» NO DISCS, SLIPS, BELTS TO MANIPULATE! 
“DELIVERS” DICTATION RIGHT TC STCRETARY! 

1 PERFECTED, PROVED AND PATENT!” BY EDISON! 


Believe it or not, that’s a dictating instrument the man above 
is using — the sensational new Epison TELe Voicewritrr! 
Here's a design for you—like the telephone you've used for 
years—that invites use. You simply phone your written work, 
without delay or effort, directly to the recorder at the secre- 
tary’s desk. You enjoy free-line service with Edison-engineered 
circuits scientifically matched to your work-load demand. 
Work flows out, productivity is boosted, for staffs large or 
small. Televoice cuts instrument dictation costs as much as 
6624%! Rent it or buy it—but fry it! See what wonders it 
can work for you—now! 


Edison leleVoicewriter 


The Televoice System 


EDISON, 36 Lakeside Ave., W. Orange, N. J GET THE WHOLE STORY — NOW! 
Send for this new descriptive 

Okay—send me A LINE ON TELEVOICE booklet. Or, to arrange a demon 
stration, call ‘‘EDIPHONE’’ in 
your city. In Canada: Thomas A 

NAME Edison of Canada, Ltd., Toronto 
1, Ontario 


COMPANY 
ADDRESS 


CITY 


WANTED: SANTA (8 HOUR DAY) 


Although many studies have 
been made of seasonal and 
migratory workers, THE CoN- 
TROLLER has not seen any fed- 
eral bulletin on “Hours, Rates 
of Pay and Working Condi- 
tions of Seasonal Santa Clauses, 
Unionized and Nonunion.” 

We did notice, one summer, that the 
United States Employment Service had job 
openings for two Santa Clauses. That 
prompted us to seek—and find that: 

Santa, like all workers, is employed for 
an eight-hour day. Because a mountain re- 
sort, known as Santa’s Workshop, oper- 
ated for 12, and sometimes 14, hours daily, 
it required two Santas working in shifts. 

Department stores are the major market 
for Santas. Advertisements sometimes of- 
fer ‘free training’ to inexperienced ap- 
plicants. There are—or were—schools that 
taught prospective Santas the technique of 
meeting children and the public. 

A major qualification for a working 
Santa is rotundity. Bodies can be padded. 
But a lean face is less easy to disguise at 
short range. 

Absolute abstinence while working is 
mandatory. Even the most harmless stimu- 
lant, sniffed by a beaming parent, can be 
harmful to a store’s reputation. Smoking 
is also discouraged. 

Kissing of children is taboo. Apart from 
germs, the heavy facial makeup of most 
Santas would make this inexpedient. Some 
conscientious Santas achieve natural rud- 
diness for their engagements through 
barbers’ sun lamps. Natural beards are 
preferred as being more resistant to the in- 
quisitive fingers of small fry, but artificial 
ones are acceptable. 

Not long ago, a professional Santa was 
overheard lamenting the high costs of his 
trade. The wig he once bought (or rented) 
for $15 costs him $65 today. (Between 
seasons, this Santa made a fair income as 
an artist's and photographer's model.) He 
took pride in the fact that he worked for 
the same store year after year. 

Some men play Santa simply because 
they love the job. 

The doorman of a Connecticut depart- 
ment store doubled as Santa for many 
years—enjoying every minute of it. He 
was a man who, se-mingly, loved children. 
He died recently and bequeathed more 
than $100,000 for educational and charita- 
ble purposes. He really meant it when he 
played Santa! 

May you do the same—and have much 
joy this Yule! 
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A complimentary 
and useful 


2 GIFT 


for 
BUSINESS ASSOCIATES 


Potables are pleasant but 
quickly consumed ! 
So are smokes! 
Gadgets, calendars ? 
Well, what do you do with most of 
the ones you receive? 


A Subscription to 


NANCIAL 
GrecuTives 
anise 


is a monthly reminder 
of your thoughtfulness. 
It compliments the re- 
cipient, since only 
thoughtful men could 
be interested in reading 
THE CONTROLLER. 


It might be of considerable help to a 
younger man, on his way towards con- 
trollership 

You won't want to broadcast subscrip- 
tions to THE CONTROLLER since its con- 
tents appeal only to those with an intelli- 
gent appreciation of the larger aspects of 
business. But for three or four business 
acquaintances it might make the almost 
perfect gift. 


We'll be glad to do our part and ex- 
tend to all readers ordering two, or more, 
gift subscriptions, a special reduced 
HOLIDAY GIFT RATE of only $3.50 
a year for domestic subscriptions. 

THE CONTROLLER makes a particularly 
fitting remembrance for business acquaint- 
ances in other countries. Add 50¢ a 
year for postage outside of United States. 


Send the names and addresses to us 
with your remittance. We will notify 
each name on your list that the subscrip- 
tion is entered with your greetings. 


SUBSCRIPTION DEPARTMENT 


THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 
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“THE TROUBLE WITH STATISTICS . . .” 


Editors, THE CONTROLLER: 


Recently a booklet came to my attention 
entitled “On the Accuracy of Economic 
Observations” by Oskar Morgenstern. It 
was published by the Princeton University 
Press in 1950 and constitutes a study pre- 
pared under contract with the Ofhce of 
Naval Research. If you have not already 
mentioned it as being of interest to con- 
trollers, I think it is worthy of a paragraph 
or two. 

Mr. Morgenstern discusses the sad fact 
that economic statistics look much more 
accurate than they are. The statisticians 
who prepare the data know that they con- 
tain errors, but most of the wide public 
who read the sure-sounding figures are un- 


trained in statistics and do not realize the 
extent of the error that may be present. 
For example, it is estimated that “national 
income and consumer spending power 
cannot be known now without an error of 
1.15 to +20%.” 

The author concludes that “Our eco- 
nomic information is of a much vaguer 
kind than is generally realized.” 

I am sure that anyone who reads this 
booklet will thereafter use his economic 
trends a bit more carefully and, perhaps, 
more realistically. 

Scott HARROD 

Secretary and Treasurer 
Bell and Howell Company 
Chicago, Illinois 
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Depreciation and Depletion Studies 


Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 
39 BROADWAY, NEW YORK 6, N. Y. 
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SELF-INSURANCE 
Editors, THE CONTROLLER: 
Prentice-Hall’s ‘Accountants Weekly 
Report,” of July 23, 1951, printed a short 
article with reference to self-employed 
pension insurance; newspaper columnist 
Ruark made reference to it in his daily 
column the other day. 


SELF-HELP FOR THE SELF-EMPLOYED 


Many self-employed persons would 
like to get the tax and other benefits 
that both employes and employers get 
through qualified pension plans. A bill 
reflecting this desire was introduced 
three months ago (H.R. 3456). It 
would permit self-employed persons to 
exclude from gross income their con- 
tributions to a restricted retirement 
fund. Such a fund could be set up by 
“a bona fide agricultural, labor, busi- 
ness, industrial or professional associa- 
tion.” Payment received from the fund 
on retirement would of course be 
taxed. 

Growing interest in the proposal is 
shown by the recent introduction of two 
more similar bills (H.R. 4371 and H.R. 
4373). 


While I am not familiar with the bills 
introduced, I am wondering if such “in- 
come tax free self-insurance” might be ex- 
tended to employes as well, that is to those 
who are not covered by company pension 
plans. 

Perhaps the Controllers Institute of 
America could qualify as ‘a bonafide busi- 
ness or professional association’ to ad- 
minister such pension fund ? 

The possible argument that employes 
are covered by Social Security does not 
hold water any longer, inasmuch as self- 
employed are also covered since 1/1/51. 

It is the writer's understanding that con- 
tributions to such a fund may be made tax- 
free up to $7,500.00 per annum, com- 
puted at 10% of the annual earnings. 

Should you feel that the above merits 
further investigation, I would appreciate 
obtaining your opinion either by mail di- 
rectly or through your monthly publica- 
tion, THE CONTROLLER. 

A. H. MELZER, Controller 
J. Halpern Company 
Pittsburgh, Pa. 


HIGH COST OF DIVIDENDS 
Editors, THE CONTROLLER: 

In the September issue of THE CON- 
TROLLER, page 392, you wrote an edi- 
torial with respect to the cost of paying 
dividends to small stockholders. You 
asked if any readers had studied this prob- 
lem and reached any conclusions. 

Some months ago, I analyzed our pre- 
ferred stockholder list and found that out 
of the 1,001 stockholders, that we then 


THE CONTROLLER * DECEMBER, 1951 














ercentage figuring is a hyeese or 


the Iriden - Lhe Thinking Machine 


Operators can use the Friden fully-automatic Calculator without 
special training. It figures per cent of increase or decrease in a 
single operation—without need of separate subtraction. Takes care 
of decimals automatically. Clears itself 
before next calculation 





IT TAKES WORK 
OUT OF FIGURE-WORK 


’ 





i 
; 


Exciusive features enable the Friden 
to handle more steps in figure-work without 
operator decisions than any other calculating 
machine ever developed. 

Once the operator sets a problem on the 
keyboard — and touches the proper control 
actrod. The Frides automatically “thinkeour” THE THINKING MACHINE OF AMERICAN BUSINESS 
accurate answers. 

You and the Friden Man will discover im- 
portant applications of Friden “figure think- 








FARMERS INSURANCE GROUP USES FRIDENS 
R. C. VON ROSENBERG, VICE PRESIDENT AND CONTROLLER OF FARMERS 
INSURANCE GROUP, LOS ANGELES, CALIF., writes: “Our trial of the Friden 


REO : * 
mg $ in terms of Jone own business. : on actual work in developing loss ratios (earned premiums to in- 
Figure on a Friden NOW—phone or write curred losses) proyed the value of this machine to us. We found that 
the Friden Man near you. Friden sales, in- the Friden’s splitdial feature enabled us to turn out this work much 
struction and service available throughout faster and with absolute accuracy. Our use of Fridens was then ex- 
tended to the department figuring average cost and experience figures 

the U.S. and the world. FRIDEN CALCULATING for each of our seven hundred district agents.” 
MACHINE CO., INC., San Leandro, California. © Friden Calculating Machine Co., Inc. 
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Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be witheld if so 
requested). The Editors 





had, 556 owned less than 25 shares, a very 
substantial number owning only one or 
two shares. I consequently recommended 
to our Board of Directors that we write 
letters to all of these 556 stockholders and 
offer to purchase their stock in the interest 
of economy. The Board approved and re- 
cently letters were written and mailed to 
stockholders. At the present time, a little 
less than half of the stockholders have re- 
sponded and have sold us their stock. Our 
sole purpose in purchasing the stock was 
to eliminate the necessity of small dividend 
checks where the amount of the dividend 
was less than the cost of issuing the check. 
We hope to hear from more of our stock- 
holders, but believe that we will have to 
follow up this first circularization by an- 
other one later on. We have found that 
several of our stockholders who own stock 
in different names transferred the stock 
into one name, thereby eliminating small 
holdings. 


We made no attempt to do the same 
thing on the common stock as we do not 
believe that this would be a desirable 
move. In our case, the preferred stock was 
a $10.00 par value ; consequently, the divi- 
dend of $.20 each six months was not 
large. The dividend on our common stock 
is larger and consequently we do not have 
the same problem. 


J. E. TURNER 

Vice President-Treasurer 
Talon, Incorporated 
Meadville, Pennsylvania 


INSURANCE SURVEY SAVINGS 
Editors, THE CONTROLLER: 


In connection with Walter Mitchell, 
Jr.'s current comment on page 440 of the 
October issue of THE CONTROLLER, I be- 
lieve that the attached material should be 
of interest to you. 

While he refers to $10,000 premium 
savings out of an insurance survey which 
cost $5,000, we have actually done far 
better than that on the majority of our 
audits because even after deducting the 
cost of necessary increases and the addition 
of missing coverages, the annual savings 
has been from two to five times our fee. 
HERBERT L, JAMISON 
Herbert L. Jamison & Co. 

New York 


Davidson steps into the 


Paes NEW 


and broader line of the most versatile duplicating, 


printing and folding machines for offices and 


commercial print shops. 


Write for details on how 
this equipment can 
contribute to the improved 
efficiency and operating 
economy of your business. 


Davidson Dust 


DAVIDSON CORPORATION 
A Subsidiary of Mergenthaler Linotype Company 
1040-60 Wes? Adams $t., Chicago 7, Illinois 
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TELLING THE CONTROLLER’S STORY 
Editors, THt CONTROLLER: 

I thought you might like to know that to 
date we have complied with approximately 
30 requests for copies of the article about 
which you wrote in the July issue of THE 
CONTROLLER (‘‘Do Your Employes Know 
About the Controller ?’"—page 296). 

The latest issue of ‘Pegasus Club News” 
contains the third in the series of articles 
on the Comptroller's Department at So- 
cony-Vacuum. It is expected that the next 
issue will contain the concluding write-up. 
L. E. HANSON 
Comptroller 
Socony-Vacuum Oil Company, Inc. 

26 Broadway, New York 4, N. Y. 


Other readers interested in how the work 
of the Comptroller's Department at Socony- 
Vacuum is explained to the company’s em- 
ployes should communicate with Mr. Han- 
son at the above address. —The Editors 


RETAIL INTEREST IN LIFO-FIFO 
Editors, THE CONTROLLER: 

We would sincerely appreciate your per- 
mission to reprint portions of Mr. Mc- 
Anly’s article, “The Need for Agreement 
on a Uniform Basis of Inventory Valua- 
tion,” published in the August issue of 
THE CONTROLLER. 

As you are well aware there is exten- 
sive retail interest in this subject and a 
large segment of our membership is in- 
terested in developing interest and sup- 
port in their efforts to secure a revision of 
the Internal Revenue Code along the lines 
discussed in Mr. McAnly’s article. We feel 
his excellent discussion will assist them 
in this endeavor. 


SAM FLANEL 
Controllers’ Congress NRDGA 
New York 


REPORT ON RECORDS 
Editors, THE CONTROLLER: 

In connection with a revision of our re- 
port entitled “Safeguarding Records from 
Air Raids,’ we would like to refer to the 
survey made by the New York City Con- 
trol of Controllers Institute showing the 
extent to which companies in the New 
York area are safeguarding their records. 
This was reported in the September 1951 
issue of THE CONTROLLER (page 396). 
Our reference describes briefly the number 
of companies that are taking special pre- 
cautions, and it mentions THE CONTROL- 
LER. May we have your permission to make 
this reference ? 

C. E. THARP 

Assistant Manager 

Policyholders Service Bureau 
Metropolitan Life Insurance Company 
New York, N. Y. 


Permission granted. 


—The Editors 
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Comptroller to the Princess 

The press reports regarding the recent visit of Princess 
Elizabeth and the Duke of Edinburgh contain the significant 
comment ‘‘a clerk to the comptroller completes the entour- 
age and attends to all financ.al matters.” Presumably there's 
a lot of royalty scattered hither and yon over the face of the 
earth who could use better controllership. 

Any controllers looking for a job? 


How Staff Government Agencies? 

Several times recently, financial executives of business 
have remarked to me unfavorably on the number of “imprac- 
tical professors’ or ‘‘partisan labor leaders” who have been 
recruited to staff various defense agencies of the Govern- 
ment. 

From what I have been able to learn, the people occupying 
influential posts in the defense agencies who originated in 
academic or labor circles outnumber management recruits by 
far more than the ratio of two to one. 

W hy isn’t management better represented? Whose fault is 
it? It seems reasonable to believe that good men with man- 
agement experience would receive at least equal considera- 
tion if available. 

Two of the top men in the defense organization, Messrs. 
Charles E. Wilson and Eric Johnston, have behind them suc- 
cessful records as top management executives. Two more, 
Messrs. Manly Fleischman and Michael DiSalle, have served 
extensively as legal counsel for management. 

Could it possibly be that the fault is a certain inertia on the 
part of management? Labor organizations have gone out of 
their way to detach men and make them available for service 
to government. Colleges and universities, now well past the 
peak of GI student registration that followed World War II, 
find it quite easy to spare men on leave of absence for govern- 
ment service. Has management made a similarly concerted 
effort? 

Obviously, this is difficult, for the every character of the 
defense program makes every man with management talent 
more than ever needed at home with his company. Yet man- 
1gement must apparently face the issue. Management must 
either make men available who understand management's 
problems or must content itself with trying to depict and 
convey those problems to administrators who have limited 
management experience, or none. 
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The argument may be offered that businessmen hesitate 
to expose themselves to the demagogues and character as- 
sassins of Washington. The answer to that seems to be that 
our boys serving in Korea would hesitate to expose them- 
selves to Chinese Communists’ bullets—if they had the 
choice. 

The controller is not responsible for the entire problem, 
but the men with controller's experience, or experience in 
the controller's department, are among the most urgently 
needed in the Washington agencies. 

W hat have you done? W hat can Controllers Institute do as 
a national organization or through its local Controls? How 
should we coordinate with other groups in business to fill 
this need? 


A Lawyer's View of EPT 

In a recent speech Gustof Simons, a lawyer and tax ana- 
lyst, observes about the Excess Profits Tax that an enterprise 
is offered relief only if it possesses substantial assets, or is no 
more efficient than its industry. He says ‘thus a premium is 
placed upon established wealth and static earning power. 
This is exactly the opposite to the theories that make possible 
America’s unparalleled economic wealth.” 


Life Here Is Better, Thank You 

At this year-end season with Thanksgiving Day close in 
fond memory, and Christmas coming up, here’s something 
for every American to note and be thankful. 

Recently the United Nations statistical office compiled 
some figures on per capita income in the various countries 
of the world. First, the appraisal of the raw data obtained 
from the several countries was a big job and the correction 
of it for various differences in method of computing was 
another big job. Finally, the conversion of these figures into 
dollars for comparative purposes proved much more compli- 
cated than would be supposed by a layman starting out on 
the job. 

However, the obstacles were overcome to the reasonable 
satisfaction of the UN staff and the results show in a dra- 
matic way why we should give thanks in this country—not 
only for the Divine goodness which made these things pos- 
sible—but for the system of enterprise which has enabled 
us to get the best out of our raw materials and manpower 
and to build our ‘mass market.”’ 

The UN tabulation groups the countries as follows: 


Annual Income 
Per Capita 
Under $50 
$50 -$100 
$200-$300 
$300-$400 


No. of Countries and W here Located 

12 countries, mainly in Africa and Asia 

13 countries in Latin America and Asia 

6 countries, mostly in Europe 

9 countries (5 in Europe, 3 in Latin 
America and newly organized Is- 
rael) 

7 countries, all European 

3 British Dominions and 4 European 
countries 

The United States 


$400-$600 
$600-$900 


Over $900 
The United States stands alone! 


—WALTER MITCHELL, JR. 


























One firm says: “We found that any girl who could 
operate a typewriter could be effectively trained on the 
Remington Rand accounting machine in 30 minutes—and 
immediately begin to produce a fair day’s work. On the 
other hand, our experimental operation of other machines 
indicated they would require substantially more special 
training and that we might be unable to find the proper 
personnel in a tight labor market.” 


Easiest to use of all the accounting machines. You can 
get all the benefits of modern, mechanized accounting with- 
out upsetting your accounting department. Your present 


Booklet AB-392 shows you how to slash your met book- 
keeping costs by 40% to 60%. Ask your local repre- 
sentative, or write to Management Controls Reference 
Library, Rm. 1527, 315 Fourth Ave.,New York 10,N.Y. 


Remington. Frand. 


See this easiest-to-use of all the accounting machines 
at our Business Equipment Center in your city. 


Fat this same employee 


and reduce your clerical 
costs 40 to 60% 


employees, familiar with your procedures, can easily oper- 
ate this machine. 


100%-electric. The operator simply enters amounts and 
descriptions on the single keyboard, which has standard 
alphabet keys and only ten numeral keys for all figure work. 
The rest of the job is done automatically by the machine, 
giving you completed and proved records with up-to-date 
balances. 
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Memeorandum to: 
All Corporate Executives 


Swbject: 
Your Annual Report for 1951 


Now is the best time to arrange the 
writing, designing and printing of 
your 1951 Annual Report. Advance 
planning will do much to eliminate the 
last minute rush and costly confusion 
which often accompany the production 
of this important message to your 
stockholders. 


Pandick Press, Inc., well qualified to 
aid you in all phases of Annual Report 
preparation, is geared to submit 
design ideas, create dummies, assist 
with writing, and of course, print 
your Report in the manner that has 
made "Printed by Pandick" synonymous 
with fine quality. 


Pandich Pr — 


nablshed 1923 


9.1. 2 mae 208 
ew YORK, B- marker 34994 


gs ST., # 
7 WAM Ewart, W)- 


71 cunton ST 





Please write or telephone 

for your copy of a brochure entitled 

“‘Pandick Reports’’ which describes the mechanics 
of preparing a modern Annual Report. 





KNOTT HOTELS CORPORATION 
(Awarded Silver Oscor as 

“Beet of all Merchandieing ond Services”) 
CONSOLIDATED NATURAL 

GAS COMPANY 


GULF STATES 
UTILITIES COMPANY 


LONG ISLAND LIGHTING _ 
COMPANY 


Wo further congratulate 

CONTINENTAL BAKING COMPANY and 
UNITED STATES RUBBER COMPANY, | 
runners-up in their divisions, and also the . 


*In Financial World’s 
“Survey of Annual Reports” 








Inflation, Dollars and Doughnuts 


Charles W. Williams 


Tt? TOPIC may appear to be mysterious 
or ambiguous, particularly that portion 
of the title referring to doughnuts. And 
so, one hastens to add that the intended 
analogy involves inflated dollars and de- 
flating values, so that the net effect on our 
currency unit may well be likened to the 
doughnut—in a sense, getting “softer,” 

rhaps more palatable to some, but, again 

ike the doughnut, evidencing not only a 

large hole in its center but a tendency for 
the hole to grow and thus for the edible 
part to shrink. Obviously, there are grave 
fears on the part of many that the “hole in 
the dollar,” already enlarged, will be aug- 
mented in the future, in view of astro- 
nomic public spending and the vast com- 
mitments of our Government the world 
over. 

Inflation, as a speaking topic today, is 
manifestly popular. In the view of this 
writer, there is too much talk and too little 
action. The need for the latter is certainly 
clear to those of us in the central banks 
who, on occasion (like those of you in the 
controller's chair) deal with and reflect 
upon the shrinking purchasing power of 
money and its ugly implications for ortho- 
dox finance and corporate fiscal health. 

Our suspicions are surely not diminished 
by what we read, particularly with regard 
to the rapidly spiraling defense plans, the 
national budget, and bigger though hardly 
better taxation. Both international and do- 
mestic developments seem to imply that 
stepped-up spending and its usual con- 
comitant, inflation, are not to be a tempo- 
rary policy but rather one extending over 
a good many years to come. In the words 
of W. Averill Harriman, formerly “‘con- 
troller” of a very large and well-known 
corporation, the Union Pacific Railroad, 
“This is not a sprint but a four-mile race” 
—and it looks as though it may well turn 
out to be a marathon. Ironically, as Roy 
Wenzlick, the eminent real estate analyst, 
put it a year ago, ‘As we did in World 
War II, we will decry inflation and follow 
the path that makes it inevitable.” 


THE ECONOMIC PARADOX 
Paradoxically, while we talk about in- 

flation, the economic fact of life at the 

moment—and for several months past— 





has been deflation, or at least a moderate 
amount of dis-inflation. The signs are, un- 
fortunately, easy to see, and lie in shrinking 
retail trade for the past four or five 
months, a shrinking price level (the BLS 
Wholesale Price Index has declined 4% 
since March), and declining sensitive com- 
modity prices (which vaulted 50% from 
pte-Korea until February 1951 and have 
since declined more than 20%). Here in 
the Fifth Federal Reserve District, retail 
trade has been satisfactory only by com- 
— with pre-boom days ; textiles have 

en weak, and bank loans (usually a sen- 
sitive indicator of things to come) have 
failed to exhibit their normal seasonal rise. 

The prime result of this economic para- 
dox has been a fervent debate as to whether 
there will be resumed inflation, continued 
slow deflation (or recession or dis-infla- 
tion), or a more rapid decline, continuing 
on into 1952, which could result in our 
trundling out that worn but not forgotten 
term, “Depression.” 

Actually, it appears that what we have 
been observing is another case of fairly 
severe inventory indigestion, due to the 
piling-up, last year, of raw materials and 
consumer durables, and resulting from the 
war-scare manifested both by the buying 
public and business concerns in the early 
months of the Korean affair. 

To this analyst, neither of the terrible 
extremes previously referred to appears in 
the offing, and he prefers to take the rela- 
tively optimistic view that the “inventory 
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indigestion” period is likely to be ended 
in a matter of months, and the up-trend 
resumed. Supporting reasons for this posi- 
tion are not difficult to find and, summa- 
rized briefly, they are: 


1. The national economy—bhigh- 
powered and expanding; 

2. The national income figures—al- 
ready at a $250 billion annual rate, and 
almost ine vitably to expand; 

3. The defense program—projected 
for another two years, already operating 
at a $36 billion annual rate and obvi- 
ously intended to expand to a $60, $70, 
or even $80 billion level; 

4. Deficit financing—on the part of 
the Treasury—which, barring the levy- 
ing of much heavier taxes than the Con- 
gress now seems willing to decree, will 
continue and probably grow in magni- 
tude; 

5. The tax program itself, which, 
somewhat curiously and although in- 
tended to be dis-inflationary, is more 
likely to be. inflationary ; 

6. The liquid assets of the American 
people—now standing at the portentous 
figure of $250 billion, and hence at a 
record high; and 

7. The sad fact that there appears to 
be no practical possibility of peace in 
the foreseeable future. 


Thus the American economy is definitely 
slanted toward inflation, and the only im- 
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DR. CHARLES W. WILLIAMS, vice president and chief 
economist of the Federal Reserve Bank of Richmond, Vir- 
ginia, since 1949, was educated at Baylor University and 
Howard College and did graduate work at Oxford Univer- 
sity, England (Rhodes Scholar). He was formerly professor 
and head, Department of Economics-Commerce, University 
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portant question mark is: VV ‘hen will the 
up-trend in prices be resumed? 

Traditionally, inflation has been caused 
by either (1) a diseased currency; (2) 
diseased public credit; or (3) a disordered 
foreign trade position. In the case of (1) 
a diseased currency does not exist. 
Throughout the whole post-war inflation- 
ary period the total currency in the hands 
of the public has merely moved up or 
down a few percentage points. There is 
nowhere in the world any important evi- 
dence to indicate a “flight from the dol- 
lar’; dollar credits are prized possessions 
of foreign governments; and dollar notes 
are hoarded by foreigners in much the 
same way as gold used to be. 

Despite a great deal of public discussion 
and many dismal forecasts, the evidence of 
the market place and the reception ac- 
corded both conversions and new issues, 
would seem to indicate that Government 
bonds are in relatively good shape. The 
Treasury operated in the black to the tune 
of $3.5 billion last year. Some look at the 
current daily Treasury statements and, ob- 
serving a deficit of $3.5 billion, swallow 
the dismal forecasts of $10-$20 billion 
deficit for next year and the year after, and 
conclude that the national credit is, at best, 
going to be severely strained, if not ruined. 

Granted that a $255 billion public debt 
represents considerable stretching of the 
public credit, it still does not follow that 
it will be stretched to the breaking-point 
in the coming 12 or 24 months. A more 
reasonable conclusion would seem to be 
that, given a continuance of the will to be 
taxed, and the desire to ‘pay as we go” for 
the astronomic defense expenditures pro- 
jected, the Government's fiscal position is 
not the hopeless affair it is sometimes made 
out to be. The situation is neither happy 
nor unattended by danger, and one surely 
has no intention of glossing it over or ap- 
plying whitewash to manifest extrava- 
ance. Of one thing we can be sure: Suc- 
cessful future financing—unattended by 
continuous inflation and concluding with 
further erosion of the dollar—must pre- 


suppose fiscal management of a very high 
quality. 

In the case of American foreign trade, it 
is not only not disordered, but continu- 
ously provides us with a large, favorable 
balance, and we must, therefore, dismiss 
it as a creator of the current unhappy in- 
flated state of affairs. 

If, then, we sum up the three historical 
reasons for inflation, we must conclude 
that these conditions do not exist to a de- 
gree which would explain either the cur- 
rent amount of inflation or the possible 
expansion of it into a national disease 
against which there is no specific. In the 
short run, therefore, we must turn to what 
is perhaps a more practical explanation, 
namely, the psychological. As a waggish 
analyst put it, the other day, ‘‘Sometimes 
it seems that Stalin, disguised as Inflation, 
will ‘get us.’ At other times, the danger is 
from Inflation disguised as Stalin.” One is 
disposed to conclude there’s more unsober 
truth than humor in the quip. 


TWIN VIEWPOINTS ON INFLATION 

The psychological explanation of our 
current inflation involves the periodic 
penchant on the part of the American peo- 
ple for hoarding, scare-buying, and mort- 
gaging the future, via the instalment credit 
route, which provides the avenue for ex- 
pressing these attitudes. 

The true explanation of the inflationary 
environment for the past year or longer 
would thus appear to lie in our facile, elas- 
tic credit system, which is almost ideal as a 
device for expanding business—especially 
if we are in a hurry to expand. Unfortu- 
nately, the two expansions, physical pro- 
duction of goods, on the one hand, and 
credit volume, on the other, do not take 
place, and have not taken place, at equal 
pace. The result has been the obvious in- 
flation of prices or, to put it the other way 
around, depreciation of the buying power 
of our money. 

All of this points up the twin viewpoints 
from which inflation may be analyzed— 
the personal and the corporate. As indi- 
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INFLATION: CHALLENGE TO FREE ENTERPRISE— 

a new booklet recently published by Controllers Institute 
incorporates papers presented at the 20th Annual Meeting 
in New York, September 30-October 3, 1951. 

“Can Conventional Accounting Cope with Inflation?” is 
discussed by Arthur Dean, attorney, Sullivan & Cromwell, 
New York and Carman G. Blough, Research Director, 
American Institute of Accountants, while "Weaknesses in 
Today's Accounting Policies and Practices” is covered by 
Joel Dean, partner, Joel Dean Associates, New York. 


Copies are available at 50 cents each from Controllers 
Institute, One East 42nd Street, New York 17, N. Y. Add 
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viduals we are typically hurt by the dwin- 
dling dollar, while the corporations, of 
which most of us are a part, may or may 
not be injured. 

This brief explanation of the inflation- 
ary status quo may be intriguing, and could 
easily be prolonged, but the prime interest 
of corporate controllers clearly lies in cor- 
porate affairs, especially on the fiscal side. 
Here the chief and basically important 
question is: What has inflation done, and 
what is it likely to do, to corporate finance? 

Tribute should be paid to the excellent 
management record of American corpora- 
tions, including the World War II per- 
formance, which was indubitably a mag- 
nificent one. Here space permits only a 
brief look at the record of the past 12 or 
15 months. As a matter of cold fact, pro- 
duction is always related to prices. Inter- 
estingly, industrial production has vaulted 
from 190 (on the Federal Reserve Board's 
Index) in May 1950 to 223 in May 1951. 

This was the highest peak recorded for 
any peacetime month, though, realistically, 
the summer slump in industrial output 
should be kept in mind and, up to Septem- 
ber, the lost-ground of July-August has 
not quite been made up, despite a trebling 
of defense spending in the period. Since 
corporate affairs now and in the foresee- 
able future impinge so importantly on the 
defense program, that program's take-out 
as well as its planned up trend should be 
kept in mind. 

Currently, the direct defense take-out is 
something like 11% of total output 
(based on August estimates), leaving 
89% for normal or civilian use, as con- 
trasted with the 50-50 division existing at 
the peak of World War II (1943-44). By 
year end 1951, the outlook is for an in- 
crease in the defense share to around 15%, 
with a 20% take-out planned by June 1952 
and a maximum of 25% later in the year. 


EVERPRESENT TAXES 

Corporate taxes are ever in the control- 
ler's thinking. As a problem, they have 
loomed large during this current inflation- 
ary éra of 1948-51, and the outlook is not 
too reassuring since, as we all well know, 
the corporate form offers a magnificent 
target which hard-pressed tax officials 
never miss. On the other hand, under the 
existent “‘light-handed” price controls, 
the practical possibility of continuing to 
pass on spiraling costs in the form of 
higher selling prices must be obvious. 

Current proposals, in the new tax bill, 
offer excellent evidence on this point— 
from the present maxima of 47% to 
60% (on corporate income and income 
and excess profits taxes combined, respec- 
tively) federal tax maxima alone will 
reach 52% and 70% respectively. The 
prime and immediate result will obviously 
be a heavier impact on corporate fiscal af- 
fairs, particularly prices and profits; and 
inadequate tax provision by many com- 








panies (especially if the new law is retro- 
active as far back as January 1, 1951) can 
prove to be another headache for the con- 
troller. 

The muchly mooted question of depre- 
ciation policy also looms largely in a pe- 
riod of intensified inflation. Undoubtedly, 
depreciation provision, for a number of 
years, has obviously been inadequate, as 
many a corporation has found to its dis- 
may when attempting replacement. To 
say that it is due largely to internal reve- 
nue laws and regulations may explain the 
situation, though it hardly justifies it, or 
adds anything to the solution of the prob- 
lem. 

Here we find one of the more common 
strictures against corporate management, 
namely, that it has been a “poor provider” 
in the post-war era and in a period in 
which enormous sales expansion, very high 
profits, and increasing dividends have 
taken place. Interestingly, these have been 
possible despite (or is it because of ?) the 
inflationary forces which have made such 
heavy demands on corporate resources— 
notably heavy wage demands (most of 
which have become quickly operative), 
pensions, and various “fringe” benefits, to 
say nothing of the artificially padded raw 
material and finished product costs, so fa- 
miliar in this era, and record-high govern- 
mental demands via the tax route. 

In the overall, the only pointedly ad- 
verse effect seems to have been a weaken- 
ing corporate internal liquidity. If one re- 
fers to the Quarterly Industrial Financial 
Report, FTC-SEC (which, by the way, is 
heartily recommended to controllers for 
quarterly perusal as excellent evidence of 
the over-all trend), he finds the current 
ratio of all manufacturing corporations 
“down” from the first quarter 1949 to the 
first quarter 1951, from 2.8-1 to 2.5-1. 
Surely this is inadequate evidence of cor- 
porate hardening of the arteries. 


LET‘S LOOK AT THE FIGURES 

If you feel that you can bear a few statis- 
tics (and one can only plead in defense 
that dry statistics, like dry martinis, can be 
potent!), I should like to offer the follow- 
ing as evidence of the more important ef- 
fects of an inflationary era on corporate 
affairs. The quoted figures cover all Ameri- 
can manufacturing companies in the two- 
year period between April 1, 1949 and 
April 1, 1951. In these two volatile years, 
net sales increased from $39 billion to $53 
billion—or approximately one-third. Costs 
increased from $35 billion to $46 billion 
—again, approximately one-third. Tax 
provision increased from $1.5 billion to 
just under $4 billion—or about 160%. 
Net income, after taxes, was up from $2.4 
billion to $3.3 billion or, again, approxi- 
mately one-third. Dividends paid in- 
creased about 25%. 

Perhaps of greater significance are the 
capital figures. In this same period, long- 


term debt increased only a meager 4%, 
while capital stock increased approxi- 
mately 10%. Earned surplus and reserves, 
in the same period, were up nearly $10 
billion, or approximately 25% and total 
assets increased 20%. Meanwhile, some 
$40 billion were spent on plant expansion 
and equipment—most of this astronomic 
sum having been supplied by the corpo- 
rations’ own funds. The major conclusion 
is Obvious: During these two years of 
“heavy” inflation, either through fortu- 
itous circumstance or far-sighted and efh- 
cient management (and one prefers to be- 
lieve it is the latter), the net results as 
reflected in most of the important finan- 
cial measures have been that the average 
corporation (in manufacturing, at least) 
has kept ahead of the inflation or the de- 
preciating dollar. 

The image of these successful fiscal re- 
sults is etched sharply in the security mar- 
kets at the moment. If we look at the Dow- 
Jones Industrial Stock Averages we observe 
a sharp price increase in the leading equi- 
ties to a record-high for 21 years—a rise, 
incidentally, of 30% since the first quar- 
ter 1949. Corporate bonds, like stocks, 
have had their ups and downs, but the past 
few months, at least, have offered another 
sharp rise (from the artificial drop of 
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March-June 1951, which was predomi- 
nately due to the well-krown shift in cen- 
tral bank policy toward higher interest 
rates as an anti-inflation device and which 
has already proved more effective than 
thought possible at the time). 

What do these security movements, as 

ll as the above-cited figures, portend? 

Obviously, they could indicate not only 
previous and existent inflation but addi- 
tional doses of it in the near future. Or 
they could portend a concurrent and con- 
tinuing prosperity. Manifestly, stock prices 
have been a most excellent hedge for the 
individual, harassed by inflation—with a 
25% rise (since Korea) as contrasted with 
a 9% increase in the cost of living and, 
roughly, a 10% increase in wholesale 
prices. 

To this analyst, they indicate both infla- 
tion and prosperity, with the major impli- 
cation that of more corporate prosperity 
induced, unfortunately, by the narcotic 
needle of too much and “‘too-easy”’ money. 
The corporate form is certainly not im- 
mune to the disease of inflation, but the 
record thus far offers almost irrefutable 
evidence of corporate ability to offset, 
through managerial skill, most of those 
malign effects. With the individual, alas, 
it is a diffzrent picture. 
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Internal Blueprint: 
The Controller Reports to Top Management 


A compilation of answers to a 
questionnaire sent to members 
of the Houston Control of Con- 
trollers Institute of America 


C. Aubrey Smith and fim G. Ashburne 
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\* THE SIX PARAGRAPHS recently adopted by Controllers Insti- 
tute defining the controllership function, the phrase “to re- 
port’ appears four times as follows: 


In paragraph 2:"". . . to report . . . the results of opera- 
tions to all levels of management’ ; 

In paragraph 3: "To . . . report on the validity of the ob- 
jectives of the business and on the effectiveness of its poli- 
cies, organization structures and procedures in attaining 
these objectives” ; 

In paragraph 4: “To report to governmental agencies as re- 
quired” ; and 

In paragraph 5: "To . . . report on the effect of external 
influences on the attainment of objectives of the business.” 


Even if the fourth-paragraph reference to legal reporting is elimi- 
nated as being inapplicable in this paper, there is still left the 
triad of reporting on results of operations, the effectiveness of 
company policies and objectives, and the effect of external influ- 
ences on the business. As one surveys the literature, mostly fugi- 
tive, on the subject of internal reports and internal reporting as a 
phase of the work of the controller and his accounting offices, he 
is struck by the fact that there is a dearth of information on this 
vital subject. In the words of Neumann,} 


‘Management reports is a subject which has traditionally 
been considered an internal problem for each individual 
company. As a result there has been very little exchange of 
information between industrial organizations. A great deal 
of fine work has been done on the subject of reports for 
stockholders and reports for employes . . . but too little, if 
any, public interest has been given to the subject of reports 
to management. 


It was with this thought in mind that we decided upon the 
method of interrogating members of the Houston Control of 
Controllers Institute on this vital subject of reports to manage- 
ment. Here, we reasoned, was a golden opportunity right within 
the confines of our own organization, within our own geographi- 
cal area, and with our own kind of people to find out some of the 
why’s and wherefore’s of internal reports. To this end we pre- 
pared a form which was sent to each member of the Control ask- 
ing that he furnish certain information about each internal re- 
port? prepared by his organization. Roughly the information re- 
quested covered the following points: 


‘Simplifying Management Reports,” The Controller, October 1949, 
p. 468. 

* For this survey, a report is any written or printed communication 
initiated by a member of the accounting division, submitted to a director, 
officer, or employe of the organization for a use OTHER THAN making 
an entry in the books of account or records of the company. 
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. To whom is the report distributed? 
. How frequent is the report? 
3. How is the report used? 
. What analytical devices are used in the report? 
. Does the report contain narrative comments? 
. Are recommendations indicated? 
. Does the report include external data such as economic statis- 
tics? 


Well, you may ask, how did you come out on the questionnaires ? 
The sad answer is that of the 75 companies represented by mem- 
bers of the Control, only 21 responded, 20 returning the form 
filled out and one writing a narrative description of its report 
situation. A follow-up request elicited no further answer. We 
are, of course, most appreciative of the efforts made by the 21 
controllers who aeeliak us with data. These 21 replies, together 
with a review of some 20-odd articles in recent technical maga- 
zines, provided the basis for this paper. 

Of the 20 companies whose replies were compiled, it was 
found that a total of 260 reports are prepared. The number of 
reported statements per company ranged from one to 71. Of the 
20 companies, exactly one half indicated that ten or fewer differ- 
ent types of reports were prepared during the year whereas the 
other half showed that more than ten such reports were made. A 
straight arithmetical average would be 13 reports per company. 
The reliability of these statistics may be questioned since it is 
quite possible that some of the reporting companies may have 
failed to include those reports which were considered inconse- 
quential or relatively unimportant, or may have variously inter- 
preted our definition of a report. 


1. FOR WHOM ARE REPORTS PREPARED? 

Our survey reveals that accounting reports are prepared pri- 
marily for and delivered chiefly to company officers and directors. 
Approximately 80% of all reports issued by the accounting de- 
partment are placed on the desks of top management. Depart- 
ment heads and division managers are the recipients of about one- 
third of all reports, while foremen and section heads naturally re- 
ceive fewer—about one out of ten. 

It is interesting to note that 50% of all reports are delivered to 
more than one level of authority whereas the other 50% are ap- 
parently prepared for the exclusive use of a particular level, as 
follows: 

Top management only 42% 

Divisional managers, such as sales manager, pro- 
duction manager 

Departmental heads only 

Foremen or section heads only 


The significance of these data is far from clear. The conclusion 
may be that accounting reports involve matters upon which a de- 
cision can be made only at top levels, but with lower levels kept 
informed. 

It may oy 4 the opposite, namely that the report data in some 
cases are to be used by intermediate management in making cur- 
rent decisions but with top management being kept constantly 
alerted to conditions and decisions. 


oJ 


1% or less 








It may mean that top management does not have sufficient con- 
fidence in supervisory management's ability to make the right de- 
cisions independent of its influence. 

It may mean that the accounting department is failing to pro- 
duce reports which can be used by lower levels of management, 
either on its own initiative or by direction, or is in ignorance of 
how to make better use of available information. 

A larger and more representative sample will need to be studied 
—and management itself will need to be interviewed concerning 
reports coming to its desks—before any degree of assurance may 
be had as to what reports should go to which level of manage- 
ment. 


2. FREQUENCY OF THE REPORT 

As would be expected, the monthly report took precedence in 
54% of the cases; stated differently, of the 260 individual re- 
ports prepared by the 20 reporting companies, 140 of them are 
regularly recurring monthly reports. Annual, semiannual, and 
quarterly reports broke even with a total of 23, or 9% each. The 
weekly report seems to be used less than any other type; it gar- 
nered but 5% of the votes, being below even the daily report, 
which was named 23 times, or 9% of the total. 


3. USES OF REPORTS 

One series of questions propounded had for its purpose a de- 
termination of whether the accountant preparing reports under- 
stands the uses to which they will be put and whether they are 
actually meeting the avowed purposes. 

Seven uses of functions of reports were suggested: expediting 
financial planning, reviewing and planning operations, setting 
standards, controlling cost, placing responsibility, and apprais- 
ing individual performance. In addition, space was left for spe- 
cific uses not otherwise indicated. Summarized, the results were: 


% of Total Yo of Total 


Uses Reports Uses 
Aid in reviewing and plan- 
ning operations 126 49 23 
Aid in financial planning 125 49 23 
Aid in cost control 92 36 16 
Aid in fixing responsibility 75 29 13 
Aid in appraising individ- 
val performance 54 21 10 
Aid in setting standards 51 20 9 
Aid in protecting property 17 7 3 
Aid in checking compliance 9 4 2 
For tax purposes and mis- 
cellaneous 5 2 1 
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This tabulation would indicate that the 260 individual reports 
had on an average about two separate uses. Of the total of 260, 
only 80 reports (31%, ) are alleged to be used for only one of the 
seven purposes suggested in the survey. Forty reports were given 
a combination of two uses; 48 reports were described as having 
three uses ; 25 were stated to have four uses; 15, five uses; and six 
were checked as being used for six of the seven uses mentioned ; 
one tired respondent simply checked all seven. 

The data point to what normally would be expected, namely, 
that about half of all reports are used for reviewing and plan- 
ning the operating and financial aspects of the business. They also 
point to a general conclusion that in this geographical area of the 
United States, top management does substantially all planning 
and decision making, with members below the division level act- 
ing as sergeants to carry out policies and procedures laid down to 
them. While all this seems to point up the obvious, it also raises 
some questions, particularly in the large corporations. 

For example: Can accounting reports be specialized not only 
as to content but also as to the intended receivers? 








The answer would seem to be ‘‘yes’’ if the person responsible 
for preparation of the report is willing to make an extensive study 
of the user, his peculiar likes and dislikes, and perhaps his educa- 
tion and experience background. 

Does the receipt of large numbers of reports place a burden of 
additional analysis and interpretation on the major executives 
whose time might be better spent in more direct managerial func- 
tions? 

This question leads into the next phase of the survey, namely: 
W hat interpretive aids are used in accounting reports? 


4. INTERPRETIVE AIDS USED IN ACCOUNTING REPORTS 


It is almost universally recognized that operations and finan- 
cial information must be presented to management in such a way 
that it can be quickly digested, that it enable management to form 
a mental picture of what has happened, and that it point the way 
toward future action. To this end, says Jarchow, the reporting 
“should be as objective as possible” and yet ‘the reports should 
be comprehensive and complete” and “‘stated in as simple terms 
as possible.” 

In discussing reports, most writers emphasize the necessity for 
comparison. Kelly says, for example, that “reports should be 
comparative, either with past pssiauls with budgets, or with some 
index which affords intelligent comparison.”* Knott expresses 
the same idea as follows: “To be of maximum usefulness, re- 
ports should provide some yardstick of performance: a budget 
standard, percentage, or unit of measure. The head of each or- 
ganizational unit should be furnished with some practical means 
of appraising his accomplishments in terms of standards of good 
performance.”® Many others confirm this opinion. 

In the survey which forms the basis of this discussion certain 
analytical devices, bases for comparison, and methods — 
tation of information were suggested, to be checked if used in any 
particular reports. What we found from the 20 companies whose 
controllers are members of Houston Control is summarized as 
follows: 





* Christian E. Jarchow, “The Influence of Reports on Top Management 
Decisions,” The Controller, May 1951, p. 206. 

“Simon C. Kelly, “Reports to Top Management,” The Controller, Oc- 
tober 1945, p. 553. 

°R. B. Knott, “Responsibility Accounting,” The Controller, August 
1946, p. 436. 
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(Texas and Oklahoma), and an asso- 
ciate member of Controllers Institute. 


JIM G. ASHBURNE has a back- 
ground of teaching and administrative 
experience in high schools. He taught 
accounting at Oklahoma Agricultural 
and Mechanical College for two years 
and is presently an assistant profes- 
sor of accounting at the University of 
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%o of Total 
Number of Reports Making Use of 
Comparison with 
Last period 13 
Same period a year ago 12 
Budget estimate 7 
Standard 3 


36 
Cumulative column or columns 26 
Ratios 17 
Per-unit reduction 15 
Graphs, charts, and pictures 4 
Business indexes less than 1% 
Sundry less than 1% 


For 67 of the 260 reports listed on the survey forms, no infor- 
mation was given with reference to the use of these devices. This 
might mean that none are used, or it might mean that the re- 
spondent preferred not to answer. In 77 reports (40% ) only one 
device was used; in 42 reports, two devices; in 26, three; in 16, 
four; in 13, more than four in the same report. Roughly, about 
one-third are nonusers; one-third are riflemen, and one-third use 
scatter-guns with varying sizes of shots. 

As will be observed, the cumulative column is the most fre- 
quently used single device in reports covered in this survey. It is 
the only base for comparison used in 16% of the reports. Its 
joint use with reduction to a per-unit basis or ratios, or both, is 
common; and less frequently it is used in addition to compari- 
sons with prior periods. Some writers criticize its use because it is 
not an end comparison, but requires the reader to perform addi- 
tional manipulations to convert it to average, then compare with 
current figures. 

Second in frequency (appearing in 22% of the reports) is the 
device of interpreting the data in terms of some unit—pound, 
ton, unit of product, etc. It is oftener used by itself, but occasion- 
ally in conjunction with ratios and cumulative columns. 

Another interpretive aid used in one out of four reports is the 
ratio. It is more often used with other devices or comparisons 
than alone, but it is combined with all of the devices mentioned 
heretofore. No provision was made in this survey to distinguish 
between percentages and other ratios, but the assumption is that 
percentages are ordinarily indicated. 

The essentiality of comparisons in evaluating results reported 
on a statement is obvious. Several comparisons are common in 
current reporting practice. What is important in judging their 
value is that the assumption on which the particular comparison 
is based is a valid assumption in the particular business. 

Comparison with the preceding period occurs most frequently 
according to returns on this survey. This comparison rests on the 
assumption that the immediately preceding period is representa- 
tive of normal activity. The assumption would be valid to the 
extent that the volume of work accomplished or of revenue and 
costs is stable, that economic forces operating have not changed 
so far as the particular business is concerned, that seasonal factors 
are negligible, and that the value of the dollar has not changed 
significantly. 

Comparison with the corresponding period a year previous is 
almost as frequently used, but not nearly so often by itself. In 
using this comparison the basic assumption is that scasonal fac- 
tors are dominant and regular, that economic forces of the two 
years are not significantly different—both as to internal factors 
and external business conditions. 

Comparison with a budget figure is perhaps the most valuable 
comparison although it is found in unly 10% of the reports in- 
cluded in this study. It is assumed that a budget figure repre- 
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sents the best estimate of the management, having taken into ac- 
count conditions and circumstances expected to prevail during 
the period and having used comparisons with past periods as a 
basis for the estimate. 

The validity of the budget as a proper comparison, of course, 
is limited by lapse of time; the more recent the estimate, the more 
appropriate is its use. The implementing of frequent budget revi- 
sion is a major accounting and management problem. It seems, 
however, that the defects found in the administration of most 
budgets are not sufficient reason for abandoning or for postpon- 
ing their use. 

Most accountants writing of reporting methods mention, with 
some reserve, the use of graphs and charts. Much of this reserve 
appears to be deference to a given management's preference ; the 
idea is that graphic methods are good if the management likes 
and wants them. Admittedly, expressed dislike for such media 
may be tantamount to a prohibition. More often hesitancy arises 
from the usual resistance to change or preference for the familiar 
over the unfamiliar. 

Controllers have more than one area in which they must carry 
out an education program, and if graphic aids can do the job bet- 
ter or with greater dispatch there seems to be no valid reason for 
bowing to the past or folding one’s hands in resignation. 

The question to be answered in the particular case is: Can more 
speed be obtained with sufficient accuracy by means of graphic 
presentation? 

It is incumbent on accountants to experiment with graphic aids 
long enough to determine where and when they are applicable, 
what information can best be conveyed by means of them, and 
what shortcomings are found. This is a rather abrupt breakaway 
for schedule-minded people. 

The controller of Hyatt Bearings felt confident enough, how- 
ever, to say that “‘many types of management—in fact, most— 
get more information out of a simple, clearly set up graph than 
out of the most elaborate statistical report.’’® 

From a somewhat similar survey conducted by Littler in the 
Midwest, he arrived at the conclusion that “there is . . . great 
room for improvement of pees through the presentation of 
facts and figures in the form of graphs and charts.’7 

It is encouraging to find that graphs or charts appear in 5% of 
the reports included in this survey. Thirty per cent of the com- 
panies responding make some use of them in reports covering pe- 
riods of a month or more. This fact suggests that they are used 
more for emphasis and dramatization of data rather than as an 
instrument of communication. Experimentation with daily and 
weckly graphic reports would appear to be fruitful. 

To generalize, it seems that for internal comparisons of one 
item with another or others on the same report, the per cent col- 
umn is helpful and is generally used. For external comparisons— 
comparison of an item on a report with the same item in another 
period—devices available are: 


The ratio 


Giving per cent of variation 

The increase-decrease column 

Giving absolute variations 

Direct comparison by placing the quantities of the current 
and preceding or corresponding period of the prior year side 
by side. 


It is important to note, however, that none of these gives a 
conception of trend. Better comparisons are made with budget or 
standard, both of which imply that past figures have been taken 
into account in setting the norm. An added value of these last 
comparisons is that some opportunity to evaluate management's 
ability to forecast actual activity is afforded. For ease of compre- 
hension, statement of value or performance in terms of a unit, 
s . Matin A. Moore, “Postwar Reports for Executives,” 1945 N.A.C.A. 

earbook, p. 152. 

* Mark Bb. Littler, “Internal Reports to Management,” The Controller, 

October 1945, p. 505 
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presentation of trends, and graphic aids are particularly helpful 
and hold much promise if accountants will give time and thought 
to their development. 


5. VERBAL INTERPRETATION IN 

ACCOUNTING REPORTS TO MANAGEMENT 

The typical accounting student believes that the accountant’s 
work is completed when the books have been closed and the fi- 
nancial statements have been prepared and presented to the boss. 
How wrong our student is may i attested to by any controller, 
who knows from experience that this is just the first step in the 
reporting process. Next comes summarization, comparison, ratio, 
and trend analysis. Finally, there emerges the question of inter- 
pretation. One writer's opinion is that “an operating oe gs with- 
out adequate interpretive comments lacks punch and requires 
your executives to spend valuable time trying to pick out the story 
that figures tell.""§ There are dangers, too, in verbal interpreta- 
tion not tempered with judgment. 

Dr. Fladger F. Tannery points out that “significant facts, 
trends or ratios may be obscured in a mass of voluminous re- 
ports,”® and Durkee cautions that the controller must avoid “ren- 
dering voluminous, uncoordinated, and poorly —— reports 
which set up an inherent resistance in the mind of the recipient 
and which fail to serve the primary purpose of providing ready 
means for executive control.’’!° 

But what does our survey show with respect to essay comments 
in reports prepared within the accounting department? Eighty 
per cent of the respondents indicated that narrative comments 
are used in one or more reports which they prepare. Twenty-one 
per cent of all reports, they stated, contain some narrative. Only 
one company issues a daily or weekly report containing com- 
ments, but 70% of reporting companies issue monthly reports 
which include narrative. Quarterly, semiannual, and annual re- 
ports drew an even higher percentage. 

Financial statements and schedules accompanied by narrative 
comments are one thing, but the complete analytical narrative re- 
port is something else. The former, we know, is commonplace in 
accounting reporting practice, but the complete narrative report 
may not be. 

The assistant treasurer of Western Auto Company cites their 
use of a quarterly report of this type and recommends the prac- 
tice to other companies. One large oil company uses this form in 
reporting to directors the activities of the controller's department 
for the year. 

Here again, knowing how management likes its reports served 
becoraes important. Some like plain figures; others like figures 
spiked with comments, while still others prefer the running nar- 
rative type sprinkled with tabulations, graphic aids, and other 
illustrative devices. 


6. RECOMMENDATIONS FROM THE CONTROLLER 

The incidence of recommendations in accounting reports was 
studied to gauge the status of the accounting chief in the eyes of 
management as well as to measure the practice. Our survey de- 
veloped that recommendations are made by only 35% of the 
companies and in only 7% of the reports described. Furthermore, 
recommendations are made only in reports covering the longer 
periods—monthly to annual reports. 

The significance of these findings may either be that con- 
trollers have the opinion that making recommendations is out- 
side their bailiwick or that management has not fully accepted ac- 
counting officials as advisors except within certain limits. Writers 
in accounting journals frequently emphasize the point that man- 

* Littler, op. cit., p. 505 

* Fladger F. Tannery, “What Research Can Do for Controllers,” The 
Controller, November 1949, p. 534 

* Rodney S. Durkee, “Top Management's Viewpoint.” Controllers’ Re- 
ports to Top Management (Controllers Institute, 1946), p. 12. 
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agement needs help in interpreting results and in making deci- 
sions. Books sponsored by Controllers Institute would have us 
believe that the controller, to use “pigskin language,” is not only 
on the squad but is playing blocking back on the first team. 

Does the evidence presented herein indicate that such prestige 
is, for the most part, an eventuality to be worked toward rather 
than an accomplished fact? 


7. EXTERNAL DATA IN ACCOUNTING REPORTS 


Even though the functions of controllership are asserted by 
Controllers Institute to embody reporting on the “effect of ex- 
ternal influences,” it appears that company controllers in this 
area have little or no zest for this type of information. To the 
question “Do reports embrace any external data, such as economic 
statistics?” only four of the 20 companies responding answered 
affirmatively. With two of these, external data were made a part 
of regularly monthly opemting reports and the annual report. A 
third company reported its use of such data in the preparation of 
the income forecast. The fourth cited a report devoted to a com- 
parison of the company’s experience with current industry statis- 
tics. The fact remains, however, that apparently 80% of the con- 
trollers in this area are not availing themselves of one of the most 
valuable contributions they can make to their managements. 

A business enterprise cannot be managed in a vacuum. Indus- 
try data, competitor statistics, government compilations, general 
economic forecasts, banking data, and so on are needed in run- 
ning the small as well as the large business. 

Just whose job is it to gather, correlate, and interpret this out- 
side data? 

Except in those businesses large enough to have separate eco- 
nomic and statistical departments reporting generally directly to 
the president, it would appear that the controller or members of 
his staff are the logical people to do the job. In fact, one large 
company shows on its organization chart, under the caption of 
Controller’s Staff, a section called Economic Costs and Studies 
and another named Statistics and Business Economics. 

The controller is already required to gather and interpret in- 
ternal statistics; his knowledge of economics and his command 
of statistical techniques are such that his talents may also be used 
with respect to external data. 

In budgeting, in the use of various indexes, and in graphic 
presentations, we see the need for the controller to be well versed 
in economic and statistical principles and techniques. Up to now 
it is only a need—in the future it will be a necessity. 


SUMMARY AND IMPLICATIONS 


Although not participated in by enough companies to permit 
any hard and fixed conclusions, our survey has brought to light 
certain practices in internal reporting which need to be studied 
further. Perhaps such a study should be made more intimate by 
sending a research person to individual companies, there to sur- 
vey report form, content and methods. Perhaps more studies of 
like kind should be made in different geographical areas and 
compared one with another. Perhaps an inquiry into internal re- 
porting by types of industries such as oil, merchandising, bank- 
ing, etc., would be provocative of more benefits than the present 
shotgun survey. 

Of one thing we can be sure, this survey together with its re- 
sulting paper has not answered all or even a part of the significant 
questions and problems concerning internal reports to manage- 
ment. If, however, it has shed even a little light on a very vital 
subject, then the writers have been repaid for the efforts ex- 
pended. 

One final observation, and this in the words of Mr. Jarchow, 
of International Harvester Company: “It should be borne in 
mind that reports of themselves do not correct inefficiencies or 
abuses. It takes managerial action; but unless a report stimulates 
managerial action, it is as useless as a blank piece of paper.””2 


* Jarchow, op. cit., p. 206. 
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Why Profit Figures Are Misleading 


E. Slewart Freeman 


je AVERAGE PROFITS of all American 
manufacturing corporations for the 
four years 1947-1950, as reported by the 
Federal Trade and Securities Exchange 
Commissions, averaged 6.6% of sales. 
This, however, was before any deduction 
for the increased number of dollars re- 
quired by rising prices for working capital 
and for annual expenditures on plant and 
equipment. 

Working capital averaged 2414% of 
annual sales, of which 714% represented 
items other than inventories. The shrink- 
age in the purchasing power of the dollar 
averaged about 5% a year, which would 
have knocked off 1.225 from the 2414% 
or 0.375 from the 714%. If 75% were on 
a FIFO and 25% on a LIFO inventory 
basis an amount averaging around 1% of 
sales would have had to be supplied from 
profits to offset this dollar shrinkage. 

If the percentage of depreciation to 
full-capacity sales had been maintained as 
prices rose, the additional dollars required 
for plant and equipment probably would 
have been supplied and (other things 
equal) taxable income also would have 
risen pro rata with sales. Instead the de- 
preciation was frozen in amount and, 
therefore, declined from about 334% of 
sales at the lower price level to an average 
of 2.1% of sales for these years. Thus the 
Government profiteered from a faster rise 


® 


be 


in taxable income than in sales and about 
1.6% of sales had to be used for purposes 
for which the depreciation allowance 
would otherwise have been available. 

The reported profits of 6.6% of sales 
would have been reduced by this 1.0 and 
1.6 to 4.0% of sales. If the 6.6% was real 
profit then only 42% of it was paid out in 
dividends and the stockholders had just 
cause for complaint. On the other hand, if 
the real profit was only 4.0% then the 
stockholders received about 70%. Had the 
stockholders known this they would have 
been more satisfied with their proportion 
but perhaps less satisfied with the profits. 
While these figures are necessarily only 
estimates, they seem to indicate that only 
the smaller percentage of sales was avail- 
able for the purposes for which profits are 
generally considered to be available and 
for which they would have been available 
if the dollar had retained its former pur- 
chasing power. 

An accounting report that shows only 
the increase in the number of dollars and 
ignores or covers up the offsetting shrink- 
age per dollar does not constitute a full, 
complete, and impartial disclosure. Nor 
could the stockholders have been expected 
to make their own adjustments. Even if 
they had had the technical ability they 
would not have had the necessary basic in- 
formation. 
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1930-1932 LOSSES EXAGGERATED 

For the three years 1930, 1931, and 
1932 all manufacturing corporations 
showed a net loss equal to nearly one-half 
of one per cent of aggregate sales (Depart- 
ment of Commerce). Prices declined about 
9% a year and working capital, probably 
averaging around 40% of annual sales, 
would have been released to the extent of 
9% of 40% or 314% of sales a year. De- 
preciation probably took about 1% of 
sales more than it would have taken in 
current dollars. This 314% plus 1% 
would have converted the loss of 14% 
into a profit of 4% of sales. This is the 
same as the revised percentage of profit to 
sales for 1947-1950, although the sales, of 
course, were much lower. Dividends aver- 
aged 5.2% of such reduced sales as com- 
pared with 2.8% of sales for 1947-1950. 

If a corporation had $1,000,000 of net 
current assets before a 25% decline of 
prices and only $750,000 afterwards, con- 
ventional accounting would report a loss 
of $250,000. Actually, the corporation 
could have the same quantity of goods and 
other real wealth that it had before and the 
$750,000 would buy as much for the fac- 
tory or stockholder as the $1,000,000 
bought before. If the price decline took 
$250,000 away with its right hand, it cer- 
tainly gave the equivalent back with its 
left. 

This exaggeration of corporate losses 
during the depression doubtless served to 
increase the downward pressure on costs 
and, hence, to increase unemployment and 
deepen the ia pacar To that extent the 
paper losses of accounting were translated 
into real social losses. The idea that pres- 
ent accounting methods worked all right 
in the past is a gratuitous assumption. 


DOLLARS VS. PURCHASING POWER 
The industrial corporation is an institu- 
tion serving a variety of interests. It pro- 
vides merchandise for customers, wages 
for labor, taxes for government and, last 
and least, dividends for stockholders. 
While some quarrel with the division of 
the benefits, most people want the services 
themselves continued. Yet when prices 











rise the corporations cannot continue the 
pre-existing physical volume of business 
without more dollar capital than was re- 
quired before. For the average corpora- 
tion, the most economical method of ob- 
taining the additional dollars is to increase 
the amount saved out of income. The 
1947-1950 figures above indicate that this 
is what actually happened. 

Whether such savings constitute a gain 
in capital or mere maintenance of pre- 
existing capital will depend upon the way 
in which capital and hence costs are de- 
fined. : 

Business and tax accounting seem to 
have drifted into the idea that capital is a 
sum of money regardless of what if any- 
thing the money will buy. According to 
this point of view the capital will have 
been maintained when 1951 dollars have 
been substituted for an equal number of 
1932 dollars even though the consequent 
shrinkage in purchasing power should 
force the shutdown of half of the business. 

Under the common law, on the other 
hand, capital was composed of saree 
assets such as real estate and other durables 
and changes in the money value of these 
assets had no effect on income. This is still 
the rule in England, but over here the in- 
come tax was extended to capital gains on 
the theory that they constituted accretions 
to economic power. The courts have over- 


looked the fact that economic power is , 


synonymous not with money but with 
what money will buy. 

The primary need of business is pur- 
chasing power. Money is merely a means 
to that end and should not be mistaken for 
the end itself. It is of no use whatsoever 
except for its command over goods and 
services. Hence, when money shrinks in 
purchasing power the owner has a real 
loss. When it expands he has a real gain. 
A debtor could repay a loan of 1932 dol- 
lars with an equal number of 1951 dollars 
but that would be because of his contrac- 
tual right or obligation, such as if he had 
agreed to deliver wheat or copper. The 
loss or gain would not thereby be avoided ; 
it would merely be shifted to the creditor, 
the real owner of the money. 

Capital should be defined as a given 
quantity of purchasing power regardless 
of the number of dollars required to sup- 
ply such purchasing power. 


FROM ROBOT PRECISION 
TO INTELLIGENT JUDGMENT 
Bookkeeping could have been a precise 
science if it had confined itself to report- 
ing cash receipts, payments, and balances. 
Instead, the profession chose progress 
through the judicious use of estimates in 
cost accounting, in inventory costing, and 
in allowances for depreciation, obscure 
and as yet unlitigated taxes, “renegotia- 
tion’ and other liabilities and losses of un- 
certain amount. Whenever the accrual 
basis was substituted for the cash basis, 
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of the economy that has given us the greatest freedoms and 
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—H. C. Ramsey, President, Worthington Pump & Machin- 
ery Corp. before the Institute of Internal Auditors. 





there was both a substantial loss of preci- 
sion and a great gain in the usefulness of 
accounting. An approximation of a useful 
fact does more good than the precise meas- 
urement of a less useful one. 

Accounting is an evolutionary practical 
art. The present method of computing 
profit is relatively new and may already 
have outlived its usefulness. Most con- 
trollers past middle age can remember 
when the balance sheet was generally the 
only published report znd when it was 
supposed to show real values rather than 
the deferred costs it shows today, and 
when profit was measured by the change in 
net worth (plus dividends) rather than by 
the present method of allocating costs 
against realized gross income. Some con- 
servatism is a healthy protection against 
too hasty change but too much of it is a 
sign of decadence. 

Accounting is the mathematics of busi- 
ness and, as business is an economic insti- 
tution, its figures should express economic 
facts. Custom, law, the Securities Ex- 
change Commission and the Bureau of In- 
ternal Revenue merely reflect the thinking 
of the past. They can be taught to follow 
where the accountants lead but the leader- 
ship in any profession must come not from 
the general public or the Government but 
from its own forward-looking members. 

Other professions have learned how to 
distinguish between changes in the sub- 
ject they are measuring and changes in the 
instruments with which their measure- 
ments are being made. A competent sur- 
veyor, for example, would check his tape 
and make allowance for any change in its 
length before reporting an increase in dis- 
tance between two points. There is no suf- 
ficient reason why accountants should care- 
fully make allowances for the taxes on in- 
come and completely ignore the effect of 
inflation as a tax on capital. 
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ASSET REPLACEMENT 
VS. CAPITAL MAINTENANCE 

The solution of this problem has been 
obscured by confusion between the re- 
placement of specific assets and the main- 
tenance of aggregate capital and the conse- 
quent straw men that have had to be 
pushed aside. 

A replacement is an investment for the 
sake of future sale or use. No efficient con- 
cern replaces inventories or facilities 
merely because the old goods have been 
sold or the old facilities worn out. Past sale 
or use is doubtless the cause of the extinc- 
tion of the old asset but it is neither the 
cause nor the beneficiary of the new asset 
with which the old is to be replaced. 

Allowances for depreciation are not 
normally used for the replacement of the 
specific assets to which they apply. In the 
case of a 20-year-life machine, for ex- 
ample, the 20 instalments are not accumu- 
lated and then spent for replacement at 
the end of the 20 years. Instead each of 
these 20 instalments is usually combined 
with the current instalments earned by 
other facilities and reinvested in some 
other assets in the year the money becomes 
available. The allowances for deprecia- 
tion are made unavailable for dividends 
by the deduction from profits but they are 
available and are commonly used currently 
for any other purpose for which the cor- 
poration needs money. 

As long as a manufacturing corporation 
continues prosperous (and except for un- 
usual occasions which warrant special fi- 
nancing) its depreciation allowances and 
retained earnings should be able to supply 
each year all of the capital that ought to be 
invested in such year. If the volume of 
business or the price level declines the cost 
of replacements and the need for working 
capital should be reduced while the cost 
of additions should be eliminated. If the 
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profits are too small to finance the existing 
volume of sales that would be likely to 
mean that such volume should not be fi- 
nanced. 


DEPRECIATION VS. REPLACEMENTS 

Depreciation allowances should equal a 
running average of facility expenditures 
lagged by about half the average life. 
When there is neither growth nor decline 
the depreciation should in time equal the 
average annual expenditure. A new busi- 
ness, however, will not require any re- 
placements during the first life cycle of its 
assets, which can be 20 years or more in 
the case of machinery and much longer in 
the case of buildings. Also a growing busi- 
ness will always have an increment of as- 
set growth in its first life cycle. 

When, for example, there is a growth 
of 3% a year the expenditures would in- 
crease from 100 the first year to 175 in the 
20th and 181 in the 21st year and for the 
20 years they would add to 2687. If the 
life is precisely 20 years and the price level 
is constant then the depreciation in the 
21st year would be 5% of 2687 or 134, 
the additions would be 3% of the same 
amount or 81, while replacements would 
equal the purc hases of 20 years earlier, i.e., 
100. 

Thus when there is a stable price level 
a growing business will not use all of its 
depreciation allowances for replacements 
and can use some for expansion. When 
the price level has changed either up or 
down since the weighted average price at 
which the existing assets were acquired the 
percentage of the depreciation allowance 
required for both replacements and addi- 


tions will vary directly with the price level. 

In the example cited replacements re- 
quired only 100/134 or 75% and total ex- 
penditures 181/134 or 135% of the de- 
preciation allowances. If prices had risen 
50% these percentages would have been 
112 and 202, respectively. 


RECOVERY OF LIQUID CAPITAL 

The financial cycle runs not from physi- 
cal asset to its replacement but from liquid 
uninvested capital in the form of money to 
the recovery of such money through the 
deduction from gross income. The return 
of the capital to liquid form gives manage- 
ment a new option as to its use and the ex- 
ercise of such option starts a new cycle. 
The outward movement from money to 
physical assets should be guided by the 
financial plans of management. It is only 
the return movement from physical assets 
to money that is taken care of by the cost- 
ing and depreciation mechanism. Such re- 
turn is the last act of an ending cycle while 
replacement planning is the first act of the 
next successive cycle. 

Thus depreciation is not concerned with 
the future cost of specific assets at the time 
of their replacement. The number of dol- 
lars it recovers each year should exceed the 
corresponding portion of the original dol- 
lar cost by whatever percentage the price 
level has increased to the current year. The 
recovered capital can then be reinvested 
with the same purchasing power as when 
previously invested. Capital left in the 
form of money may be subject to further 
changes in purchasing power but these 
should be accounted for with the liquid 
rather than with the invested capital. 


INTERNATIONAL MANAGEMENT CONGRESS TAIL-LIGHTS 


(selected from papers presented at Brussels, Belgium) 


Methods vs machines—Maintain and improve methods 
no less than machines. Up-to-date equipment coupled with 
obsolete methods of usage is much worse than up-to-date 
methods coupled with obsolete equipment. 


A task for board members—Reduce the load on top ex- 
ecutives without delay. Force minor decisions downward; 
organize powerful staff aids; focus administrative attention 
on long-term considerations; stimulate increase in the caliber 


of top-thinking. 


Education is endless—Discard the obsolete concept that 
education within industry is a preparatory or vestibule ac- 
tivity. View education as a continuing right and a privilege 
constantly open to every manager and employe in today’s 
changing and advancing world. Continual education is a di- 
rect function of flux and of change. 
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WHY LIFO IS INADEQUATE 


The LIFO inventory method indefinitely 
postpones but does not eliminate fictitious 
gains. In the average case it does this for 
about two-thirds of the net current assets. 
It does nothing for the other third or for 
the non-current assets and liabilities. 

LIFo has had the political advantage of 
getting the toe in the door but it is unfor- 
tunate that a need which applies to all of 
the net assets of all business concerns 
should have been rationalized in such a 
way that it is hard to extend the remedy to 
assets other than inventories of fairly con- 
stant contents. Consequently some com- 
panies have been favored more than 
others. 

The factor responsible for this was the 
adoption of the specific asset replacement 
theory. That not only required more com- 
putations than should have been required, 
but it also made the method unavailable 
when the product is subject to style 
changes or obsolescence. While retail 
stores have been permitted to shift over to 
an application of the aggregate capital 
maintenance theory the right of others to 
do this has not yet been established. When 
it has been, it will seem more logical to ex- 
tend the idea to the rest of the capital. 

LIFO gets its inventory figures for the 
current balance sheet from an undisclosed 
series of past balance sheets. Hence, the re- 
sults are difficult to interpret. It would be 
better to have the current balance sheet re- 
flect figures nearer to current cost and to 
translate the figures on the older balance 
sheets into current dollars for comparison. 

A good method of accounting would 
satisfy the needs of the statement of assets, 
liabilities and capital (balance sheet) as 
well as of the income or profit and loss 
statement. Also it would cover all of the 
figures and not merely a selected few. 


TRANSLATING INTO 
COMMON DOLLARS 


The dollar is the medium of exchange 
and the only available common denomina- 
tor of business values. Hence, presumably, 
the accounts of the current year must be 
kept in dollars. On the other hand the dol- 
lar has proved to be a very poor standard 
of deferred payments and hence of de- 
ferred costs. The costs should be translated 
into the same kind of dollar as the gross 
income before one should be deducted 
from the other. The dollar of some se- 
lected date could be used as a standard dol- 
lar for a series of years or all of the figures 
each year could be translated into current 
dollars. 

The standard dollar would have many 
technical advantages. It would eliminate 
the change in figures from one year to the 
next and be easier for long-range compari- 
sons. It would furnish the better media for 
educating people to understand what 
really happens. It might be helpful in 








dealing with anybody who thinks there is 
a capital gain when as asset which cost 100 
Swiss francs is sold for 8000 French 
francs. 

On the other hand, the people who read 
reports are likely to prefer to have their 
figures in current dollars and, therefore, 
this method is the one proposed here. The 
use of one method for one purpose, how- 
ever, does not exclude the use of the other 
when it appears more appropriate or ac- 
ceptable. 

The procedure could follow almost the 
same rules as are now used in consolidat- 
ing the accounts of a group of foreign 
companies. Except for certain legal tradi- 
tions the difference between the money of 
one point of time and that of another can 
be as important as the difference between 
the money of one point of space and that 
of another. In fact, modern mathematics 
recognizes time as merely another dimen- 
sion. In the one case as in the other, the 
books of each constituent entity would re- 
main in its respective currency and only 
the working papers would be immediately 
behind the consolidation. The amount of 
work involved would be less than that 
now required for LIFO inventories. 

All that accountants would need for this 
purpose would be a series of Government 
indexes of the cost of doing business that 
could be used as rates of exchange. The 
indexes recently developed by the Depart- 
ment of Commerce to eliminate price 
changes from the gross national product 
might suffice for this purpose. (See their 
1951 Edition of ‘National Income.’ ) 

Price indexes are not any nearer to per- 
fection than certain other accounting de- 
vices such as rates of depreciation and esti- 
mates of “renegotiation” but in one case 
as in the others, the error tends to be com- 
pensating rather than cumulative over the 
long run. In each case sanction is derived 
not from scientific perfection but from 
general acceptance. 

The fact that a loss cannot be computed 
precisely has not in the past been recog- 
nized as an excuse for saying nothing 


about it. 


PREPARATIONS FOR CHANGE OVER 


The change over to the new method can 
be made at any time. Revision of the prof- 
its of past years is not necessary unless it is 
desired for its own sake. After the starting 
year has been chosen, the first step should 
be to translate all the items on the closing 
balance sheet of the preceding year into 
the kind of dollars then current. If, for ex- 
ample, the start is to be made with 1951 
this would mean that all items on the De- 
cember 31, 1950 balance sheet should be 
translated into December 1950 dollars. 

The inventory should be on the first-in, 
first-out basis, or some running average or 
standard cost basis that would approxi- 
mate current dollar costs. The cash and 























“. . . and so | figured if enough of us housewives bought up these 
high priced items, we could have inflation licked in no time!” 


both the short- and long-term receivables 
and payables would already be in current 
dollars and therefore would require no 
adjustment for this balance sheet. 

The costs invested in earlier years would 
however have to be translated into Decem- 
ber 1950 dollars. The durable asset costs 
would have to be divided according to the 
years in which they were incurred. Usually 
this division of costs is available or can be 
closely estimated for the larger items. For 
the others, the latest purchases of each 
class of asset can be added up (FIFO 
method) until the total equals the cost of 
the balance on hand. In the case of assets 
subject to depreciation, separate computa- 
tions should be made for each rate-of-de- 
preciation group. This would make it 
easier to allocate the accumulated depre- 
ciation allowance according to the year's 
purchases to which it applies. More depre- 
ciation, for example, will have accumu- 
lated against the purchases of the earlier 
than of the later years and the net invest- 
ment remaining from the earlier years will 
be relatively smaller than from the later 
years, The resulting aggregate gross cost, 
accumulated depreciation and net residual 
or deferred cost for each year’s purchases 
should then each be increased or decreased 
by the percentage change in the purchas- 
ing power of the dollar from the respec- 
tive year to the end of 1950. 

The offset to these changes would be a 
restatement of the paid-in capital and ac- 
cumulated earnings. If the earnings are 
revised from the beginning of the com- 
pany, the capital can be divided according 
to the year it was paid in and then trans- 
lated into 1950 dollars. If, however, as is 
assumed here, the unrecorded gains and 


losses prior to the change in accounting 
are to be ignored, the differential can be 
entered in a Capital Purchasing Power 
Adjustment account. 


THREE BALANCE SHEETS PROPOSED 

At the end of 1951 and each subsequent 
year, three parallel balance sheets could be 
published: (1) the closing balance sheet 
of the current year in current dollars; (2) 
the opening balance sheet of the current 
year translated into current dollars from 
the dollars of the preceding year; and (3) 
the closing balance sheet of the preceding 
year, as published a year earlier in dollars 
of that year. 

If, for example, the price index being 
used went up 10% from the end of 1950 
to the end of 1951, each asset and liability 
item and the aggregate capital on the 1951 
opening balance sheet would be 110% of 
the corresponding item on the 1950 clos- 
ing balance sheet. If instead the index 
went down 10% each item would be 90% 
instead of 110%. 

The difference betwen the closing bal- 
ance sheet for 1950 and the opening one 
for 1951 would be due entirely to the sub- 
stitution of a new measure such as the sub- 
stitution of French francs for Swiss francs 
or of inches for feet, without any change 
in real value or length. This difference 
would not be part of the 1950 profits, 
which would have been measured in 1950 
dollars nor of the 1951 profits, which, to- 
gether with the opening and closing bal- 
ance sheets of that year would be com- 
puted in 1951 dollars. Instead it would be 
a further adjustment of the Capital Pur- 
chasing Power Adjustment account. 

(Continued on page 578) 
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A Production Plan 
for Punched-Card Operators 


H. S. Draper 


DOZEN YEARS EXPERIENCE with 

punched-card procedures and a great 
many more years of meeting complex 
accounting problems have led us to a num- 
ber of definite conclusions on such matters 
as pay scales and bonuses for operators, 
ownership versus rental of equipment, 
costs and economies, and making maxi- 
mum use of the equipment. 

Department stores in Philadelphia, sur- 
veys show, doa larger percentage in charge 
sales in relation to total sales than is done 
by stores in any other city in the country. 
This, of course, means that their control 
problems are all the greater. 

We had rented punched-card (tabulat- 
ing) equipment for close to 10 years until 
1947, when we decided to purchase a num- 
ber of units. That purchase of equipment 
has meant a direct saving of many thou- 
sands of dollars a year over rental charges. 

Depreciating the equipment on close to 
a seven-year basis and adding interest av- 
eraged over the depreciation period and 
service on the machines, we charge off an 


Fa 


A BONUS PLAN FOR AUTOMATIC PUNCH OPERATORS 


Weekly 
Base Rate 
$26.50 
28.50 . 
30.50 .. 
32.50 . 
34.50 


Required 
Production 
Per Week 


Production over and above these minimum requirements is paid for 


at the following bonus rates: 
10¢ per 100 for first 

13e¢ "° “ ©. eeeond 
20¢ “ “ “ allover 5,000 


“” 


amount each year which approximates 
what we would be paying for rental. At 
the end of seven years, we shall have from 
five to seven years’ useful life remaining 
in our machines, without a depreciation or 
interest charge. This constitutes a very 
substantial purchase profit during these 


‘ ssc00m 


Kemngton Kand 


H. S. DRAPER, controller of Lit Brothers, Philadelphia, a vet- 
eran in the handling of complex department store accounting, 
in which the posting of charge accounts is a major factor, dis- 
cusses a Tabulator report prepared on the store’s own punch- 


card equipment. 
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2,500 cards over required weekly production 


“ “ “” “ 
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extra five to seven years we hope to op- 
erate the equipment without replacement 
or excessive repairs. 

In addition to pay roll, accounts payable 
and sales analysis applications, which were 
not new, we have begun a sales audit ap- 
plication that is extremely important. This 
audit, by means of punched cards, fur- 
nishes a control of missing sales checks 
that is very valuable. 

As the sales checks are received from 
the bookkeeping department, cards are 
punched for each sales check by the auto- 
matic punch operators. Items punched are 
book number, check number, type of sale, 
department number, clerk number, amount 
of sale, posting date, ledger number, key- 
punch number. 

These punched cards are tabulated to 
print a ledger proof-list for audit pur- 
poses. This is made up to cover 210 ledg- 
ers in five sections—a control total is au- 
tomatically secured by ledgers. 


THE PRODUCTION BONUS PLAN 

One great problem department stores 
face is the handling of a tremendous vol- 
ume of transactions in order to produce re- 
ports as fast as the figures are needed. 

We keep a record of production and er- 
rors, and have adopted a bonus plan for 
petri sua Operators with a sliding 
scale based upon their weekly base rate, 
as shown in the table above. 








An allowance of 114% of the number 
of cards punched is made for errors, and 
if they exceed that amount, an adjustment 
may be made in any bonus earned. An al- 
lowance of one hour a day for getting work 
ready and other nonproductive operations 
is made. 

As an example of the speed and accuracy 
under this bonus arrangement, in one test 
of 100,000 cards, 23 holes were cut for 
each card, which made a total of 2,300,000 
holes. Only one hole in 1,150 had been 
punched incorrectly, or less than 1/10 of 
1% of the holes punched. 

The punch operators are often working 
at great pressure, as in the holiday period. 
Last Christmas season the girls punched a 
total of 2,000,000 cards. 


PAYROLL PROBLEMS AND ANSWERS 

Almost every company feels that its pay 
roll is unduly complicated and of more 
than average difficulty. Our punched-card 
pay roll methods have proved very satis- 
factory, in spite of what we think are de- 
cidedly complicating factors. 

A major difficulty in department stores 
is the rate of personnel turnover. Ours 
equals about three times a year on the total 
number of people employed. For the less 
permanent positions, it is more rapid. Of 
the 3,500 workers on our pay roll at any 
one time, about 2,000 have been employed 
for two years or longer, 800 for only part- 
time work, and 700 for less than two years 
with the company. For the 1,500 positions 
in which the changes are most frequent, 
we may have to hire 7,500 people, which 
means a turnover of five to one. 

Ours is a cash pay roll. All pay roll pay- 
ments are staggered. Certain departments 
are paid on each of the last five days of the 
week. For each regular worker we main- 
tain a master card containing all the neces- 


sary pay roll information. A unit card is 
written up as a time record, and punched 
daily for every part-time worker. Commis- 
sion cards are punched to reflect commis- 
sions earned. 

Each week the master cards for regular 
employes are reproduced in the Multi- 
Control Reproducing Punch. The repro- 
duced cards are combined with the pay 
roll cards prepared for part-time em- 
ployes to prepare the weekly pay roll. 


THE PAY ROLL PROCEDURE 


The first of several pay roll reports is a 
pay statement. This is a complete record of 
the cmploye’s earnings for the week. with 
all allowable deductions and the emnloye’s 
charge and lease purchases. These include 
employe’s name, the date, and all deduc- 
tions, the department number, employe 
number, weekly rate, days worked, gross 
earnings, F.O.A.B., city tax, withholding 
tax, final amount, charge account and lease 
account. A summary card punched simul- 
taneously with the running of the state- 
ments is used to carry the charge and lease 
(for employe purchases, etc.) accounts 
balance forward to the next week. 

There may be as high as 16 deductions, 
most of which are reproduced automati- 
cally from master cards run through the 
Multi-Control Reproducing Punch. 

A pay roll proof-list is prepared on the 
tabulator and summary cards are produced 
for ledger posting entries in the account- 
ing department. This report has columns 
for employe number, department charged, 
hours or days worked, weekly rate, gross 
pay, Social Security, C.W.T., income tax 
and net pay. 

A signature sheet, which lists the em- 
ploye number and provides for the signa- 
ture of the employe when he draws his 
cash payment, is printed by the tabulator. 


Although we have tried to summarize 
several of our punched-card applications 
in terms of clerical cost, we cannot show 
the intangible and most worth-while re- 
sults that flow from accurate, more 
speedily assembled and more complete 
sales, inventory and comparative reports 
that we obtain by means of punched cards. 
For instance: Keeping our executives 
posted with personnel variance reports by 
200 departments ; or providing an analysis 
of furniture sales each day and an accurate 
furniture inventory each month. These 
are factors that are invaluable to our op- 
erating control, although it is difficult to 
appraise their value in dollars and cents. It 
is benefits like these that lead to better ex- 
ecutive control of the business and make 
our punch-card methods pay dividends. 


EQUIPMENT AND STAFF 


Our Remington Rand tabulating equip- 
ment consists of the following units: two 
Alphabetical Tabulators with Summary 
Punches, two Numerical Tabulators with 
Summary Punches, two Multi-Control Re- 
producing Punches, three Sorters, one Au- 
tomatic Verifying Machine, and 15 Auto- 
matic Punches. 

The tabulating department is managed 
by a supervisor and assistant, and com- 
prises a total of 55 clerks and operators. 
There are 30 automatic punch operators, 
10 machine operators, two clerks doing 
auditing work, eight checkers and three 
other clerks. 

The amount we charge off for deprecia- 
tion, interest and service of our equipment 
is equal to approximately the salaries 
which would be paid to 21.5 clerks. The 
10,000,000 cards used in a year cost ap- 
proximately what we would pay to 6.5 
clerks. These costs thus add up to 83 cleri- 
cal units. 
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“Outside” Directors Value Cited 

Periods of national emergency underscore the need for 
“outside” members on company boards of directors, accord- 
ing to the American Institute of Management, New York, 
which is conducting a continuing study of directors’ respon- 
sibilities. One of the major conclusions reached so far, ac- 
cording to Jackson Martindell, president of the Institute, is 
that such directors seem more responsive than management 
representatives, to the public interest in general. 

“The problem of plant dispersal,” Mr. Martindell ob- 
served, ‘points up the fundamental difference in the duties 
of management as opposed to those of a responsible direc- 
torate. Management's objective must always be to attain the 
most efficient operation possible, and its decisions toward 
that end are bound, at times, to conflict with public welfare 
and national safety. Directors, on the other hand, are respon- 
sible for the preservation of the society which made possible 
the existence of their company. The management viewpoint 
must be tempered by the influence of the outside directors 
if the best interest of all factors is to be served. 

“Directors have responsibilities other than to stockhold- 
ers,” the A.I.M. executive continued. ‘“They should represent 
the general public, the communities in which the company’s 
plants are located, the employes, suppliers, creditors and 
customers—as well as the stockholders and the management. 
Directors have responsibilities toward each of these groups, 
and many times the boards of large corporations must weigh 
the interests of one against the other.” 

Many examples of such conflicts have been brought to 
light in the survey, Mr. Martindell pointed out. “Citing 
one,” he said, “‘an ethical drug manufacturer recently made 
seven successive price reductions on its most important prod- 
uct—and each time informed the public of the cut. This 
was done despite the fact that the companies own customers 
—pharmaceutical distributors and retailers—had supplies on 
hand which they could have readily disposed of at high 
prices, because demand greatly exceeded supply. 

“Of course, pricing is a management function, not the 
board's, but management is always on its toes when respon- 
sible outside directors are looking over its shoulders. . . . 
It is not the function of directors to manage the company”’ 
the Institute official made clear, “but it is their responsibility 
to see that it is well managed. The important thing is that 
a board cannot carry out its responsibility unless it is suffi- 
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ciently separated from operating management to view its 
performance dispassionately, to evaluate the thinking and 
the long-term objectives of executive management, and to 
represent the interests of stockholders, customers and the 
public. If a board is to serve as a guide for management, it 
can scarcely do so when all its members are company offi- 
cers. 


Can We Curb Cycles? 

In the annual report of the National Bureau of Economic 
Research, Dr. Arthur Burns says, ‘The view has gained 
some currency of late, as it has in other periods of exaltation, 
that economic institutions and knowledge have developed 
to the point where the government can readily prevent siz- 
able economic fluctuations. This view can be supported by 
reciting the impressive contracyclical devices that have been 
built into our fiscal system. Recent price history, on the other 
hand, casts some doubt on the expectation, and so, too, does 
the longer perspective of history.” 


Down, Down, Down . . . 

The dollar buys less now than at any other time in the last 
150 years, according to the National Industrial Conference 
Board. Both wholesale and retail dollars, the Board notes, 
have been at record lows this year in terms of their purchas- 
ing value. Historically, it adds, war and post war inflations 
have cut deeply into the purchasing power of the dollar. 
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We Americans 

If Americans as a people are uncommonly vigorous, ag- 
gressive, blustering, if their ambitions focus mainly on ma- 
terial advancement, if they generally have at least one eye 
om the main chance, the experience of their forefathers in 
subduing a continent and wresting a living from the wilder- 
ness helps explain these traits. Good or bad, they are part of 
the American heritage. The urge to get things done and the 
aversion to everything that smacks of privilege, favoritism, 
or social stratification are rooted in the harsh conditions of 
life on the frontier, says a Twentieth Century Fund report. 


—PAUL HAASE 
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Credit cards build repeat business for the oil companies 
who issue them. And it’s easy to understand why— 









Original 
sales tickets 
are microfilmed 
++. and sent to 
customer with bill. 


A photograph costs less than an extra carbon copy 
Recordak microfilming enables the oil companies 
to save money on their sales books—only 3 tickets 
are needed now: One carbon copy goes to the cus- 
tomer when he makes his purchase; the other is 
kept by the dealer; and the original handwritten 
record is forwarded to the oil company 

. where it is microfilmed. Then, it is 
sent out to the customer with a simpli- 
fied bill—which is merely the total 
figure of the enclosed tickets. 

Thus, Recordak microfilming elimi- 
nates the extra carbon copies which 


formerly were incorporated in sales books to pro- 
vide the permanent home-office records — and 
which actually cost more than the microfilm copies. 

And here is how costs are cut further: 
Clerks no longer handle two records for every pur- 
chase made in the field—which saves hours daily. 
Also, protection is increased, for the photograph- 

















They’re such a convenience for the motorist— when touring, 
especially. No extra cash need be carried—just pull 
into any company station . . . show your card . . . and sign the 
carbon-type sales ticket which the attendant fills out. 


work better 


While the credit-card system is a “business natural” 

. . . it necessarily increases home-office costs—dealers 

must be supplied with snap-out forms containing sales 

tickets . . . customers must be billed . . . records must be kept. 
But, today, leading oil companies are cutting these 

costs—and realizing greater profits—with Recordak 

microfilming. 


ically accurate Recordak microfilms won’t smudge 
..-and can’t be altered without detection. And can 
be filed in just 1% of the space previously required 
—ready for review in a Recordak Film Reader. 
It will pay you to get full details on varied 
systems’ short cuts made possible by Recordak 
microfilming—also details on the com- 
plete line of Recordak Microfilmers now 
offered on an attractive purchase or rental 
basis. Recordak Corporation (Subsidi- 
ary of Eastman Kodak Company), 444 
Madison Avenue, New York 22, N. Y. 


SRECORDRK 


(Subsidi y of E 4 Kodak C P y) 
originator of modern microfilming— 





and its application to accounting routines 


“Recordak” is a trade-mark 





Customer 
merely signs sales 
ticket . . . no delay. 








Needs of Nation's Defense Program 
Discussed at Accountants’ Annual Meeting 


gee ATION, mobilization and_ related 
problems dominated the agenda at the 
64th Annual Meeting of the American In- 
stitute of Accountants, held October 6-10 
in Chalfonte-Haddon Hall, Atlantic City. 
More than a thousand members and guests 
turned out to hear such headliners as 
Charles E. Wilson, Director of Defense 
Mobilization; Harold E. Stassen, presi- 
dent of the University of Pennsylvania, 
Brigadier General T. R. Rampy, Auditor 
General, U. S. Air Force, and Roy Blough, 
member of the President’s Council of Eco- 
nomic Advisers. 

At the annual business meeting, J. Wil- 
liam Hope of Bridgeport, Conn., was 
elected president, succeeding T. Coleman 
Andrews of Richmond, Va. The follow- 
ing were named vice presidents: Marquis 
G. Eaton, Texas; Arthur B. Foye, New 
York; George E. Perrin, North Carolina, 
and Donald M. Russell, Michigan. A 
budget of $1,093,360 was approved for 
the fiscal year 1951-52, and dues were in- 
creased in amount estimated to yield 
$100,000 additional revenue annually 
after September 1, 1952. j 

Speaking it the annual dinner, Mr. 
Wilson warned that pressure groups could 
wreck the defense program by spurring in- 
flation, and said that the real test will come 
when shortages in consumer goods make 
people aware that they have more purchas- 
ing power but fewer things to buy. “We 
cannot accomplish the objectives of de- 
fense mobilization,” he declared, ‘‘without 
sacrifices and restraints. As military pro- 
duction bites deeper into our capacity, 
there will be temporary shortages of civil- 
ian goods. Higher taxes will have to be 
paid. Regulations regarding prices and 
wages will have to be observed. Individ- 
uals will have to make decisions of many 
kinds concerning their own actions, and 
the question they should have constantly 
in mind is, “Will it help or harm the Na- 
tion’s effort ?’) The delivery rate of things 
like bombers, tanks, guns of all kinds, 
electronic fire-control systems, rockets, 
etc., from here forward is plotted on a 
constantly ascending curve. It will reach’a 
peak of $4 billion a month in the first half 
of 1953.” 

The role of the accountant in this na- 
tional effort, Mr. Wilson pointed out, is 


THE CONTROLLER 


not only to aid in such matters as contract 
negotiation, cost definition, renegotiation, 
accounting manuals for the Armed Forces 
and government agencies, but also in cop- 
ing with the huge amounts involved. As 
he expressed it, “We deal in figures that 
are borrowed from astronomy. Account- 
ants are needed to see that astronomy does 
not degenerate into astrology. It’s hard to 
understand what one billion dollars 
means, because it would be equivalent to 





NEW AIA PRESIDENT 


J. WILLIAM HOPE, certified pub- 
lic accountant of Bridgeport, Con- 
necticut, was elected president of 
the American institute of Account- 
ants for 1951-52 at the 64th Annual 
Meeting held in Atlantic City, N. J. 





spending one dollar every minute since 
the birth of Christ, minus 49 years. Yet the 
cost of defense mobilization will be $50 
billion a year for three years, or $150 bil- 
lion. It is difficult to visualize how much 
that is. But it is comforting to realize that 
the total value of goods and services pro- 
duced in the United States last year ex- 
ceeded $300 billion. 

“The year 1950 was a record-breaker 
for civilian production. Now we are re- 
arming on a gigantic scale, and we are able 
to do so while maintaining civilian pro- 
duction at high levels. When all of the 
new expansion plans have been completed 
and are in place, we shall be ready to 
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write a new and glowing chapter in the 
history of the Industrial Revolution. Bar- 
ring another World War, our people can 
enjoy higher standards of living, and the 
fruits of our industrial progress can spread 
throughout the world. But if we are to en- 
joy material benefits, they must be accom- 
panied by spiritual values and by rugged 
qualities of character.” 


IMPROVED BUSINESS 
PRACTICES INSTALLED 


At a session on mobilization problems, 
W. J. McNeil, Assistant Secretary of De- 
fense and Comptroller of the Department 
of Defense, emphasized the guiding prin- 
ciple that once the approved active forces 
were raised and provided with modern 
equipment, and current operating stocks 
were on hand, ‘maximum feasible reli- 
ance would be placed on continuing ex- 
pansible production rather than on huge 
accumulations of reserve and mobilization 
stocks—particularly those stocks which 
might be subject to a high degree of obso- 
lescence.” 

Despite the emergency program, the 
Department of Defense is not overlooking 
the long-term need for installing im- 
proved business practices, the speaker said. 
“The operations of commercial-type and 
industrial-type activities,” he explained, 
“such as manufacturing arsenals, navy 
yards, clothing factories, printing plants, 
etc., are being isolated and removed from 
the mass of appropriation accounts. Each 
activity is given a charter similar to that of 
a business corporation, and each is pro- 
vided with its own working capital and a 
separate bank account. From that moment 
on its operations—manufacturing, ac- 
counting on an accrual basis, costing, and 
so forth—are handled in a manner similar 
to those of private business enterprises, 
with the end-product costs being billed to 
the military organizational units which 
are the customers of these activities. Also, 
inventories of common-use standard-stock 
items are being placed under item and dol- 
lar control.” 


THE PROFIT ASPECT IN 
INITIAL CONTRACT PRICING 

Another speaker from the Department 
of Defense was H. W. Bordner, Assistant 
Comptroller for Accounting Policy, who 
discussed the accounting aspects of pricing 








negotiated contracts, who gave particular | 


attention to the profit factor. ‘One should 
never lose sight of the fact,” he said, ‘that 
a negotiated price must provide for a 
profit to a contractor as well as for a return 
of his costs. The entire price should be 
such as to provide the greatest incentive to 
a contractor to reduce his costs and his 
over-all prices. 

“There has been a dearth of written ma- 
terial on the subject of profit allowances. 
More has been written on this subject in 
connection with renegotiation than with 
respect to initial contract pricing. How- 
ever, all that has been said with respect to 
the factors to be considered in determining 
the reasonableness of over-all profits in re- 
negotiation applies also in the initial pric- 
ing of individual contracts. These include 
interest on the capital investment; allow- 
ance for risks of loss of capital, cost 
changes, product guarantees, etc.; reward 
for efficiency and low production costs; 
complexity of the product; the character 


of the industry, with special reference to | 


value added in production to the cost of 
the materials, as distinguished from mere 
merchandising, and the contractor's gen- 
eral production and delivery performance. 

“The combination of these factors in 
any individual instance is an extremely dif- 
ficult matter and can never be made the 
basis of formula. The complexity of this 
problem of profit allowances explains why 
the Department of Defense has not yet 
published Section XVI of the Armed Serv- 
ices Procurement Regulations on this all- 
important subject.” 

Paul M. Green, Acting Assistant Direc- 
tor for Accounting, OPS, spoke on ‘‘Ac- 
counting in Price Stabilization.” The 
forum was conducted by J. Harold Stewart, 
chairman of the AIA’s Committee on Na- 
tional Defense. 


ANTI-INFLATIONARY EFFECT 
OF SAVINGS 

Mr. Blough spoke on ‘Economic Prob- 
lems of Mobilization,” with particular ref- 
erence to inflation and government con- 
trols, including taxation, and on the need 
for increasing personal and business sav- 
ings. On the last-named subject he said, 
“Saving is the nonspending of income, and 
nonspending does not create inflationary 
pressures. To be effective against inflation, 
savings must not be used to purchase such 
investments as housing, or inventories or 
new capital equipment. Such uses of sav- 
ing increase demand just as much as spend- 
ing on consumer goods. To be most effec- 
tive against inflation, the savings should 
either be held in cash or used to buy gov- 
ernment securities. 

“If other kinds of securities are pur- 
chased or if debts are repaid, the persons 
to whom the money is paid must, in turn, 
either hold the funds in cash or purchase 
government securities, if the anti-infla- 
tionary effect of savings is to be achieved. 
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BUSINESS FORMS SYSTEMS THAT DO MORE 





standa 


Paperwork Simplification 


Weighers here originate a Time and Production Ticket 
the minute an order-operation is completed in an Ohio 
steel plant. The new 6-part form permits distribution of 
vital data to start immediately. 
Change from the former process of writing records— 
which bottlenecked the flow of information—means a 
$15,000-yearly saving on forms and clerical labor besides. 
The whole procedure is simplified. 
This illustrates how Standard Register Representatives 
scientifically apply labor-saving business forms to cus- 
tomers’ particular needs. They know how to break down 
the problem into a system’s A, B,C... 

A. Develop the best procedure 

B. Simplify the writing process 

C. Design the most efficient form 
Paperwork Simplification, our magazine for customers, 
tells more about such service. We'll send you recent issues, 
on request. The Standard Register Company, 4412 Camp- 
bell St., Dayton 1, Ohio. 
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AUTOMATIC LINE 
FINDER 


Advances form into 
new writing position 
in one motion 





DUAL FEED 


Registers 2 different 
forms for 1 continu- 
ous typing operation 


pep 
cally 


BURSTER- IMPRINTERS 


Sign, date, number, 
trim, tear off, stack 
Kont-Slip forms g 





FORM-FLOW 
REGISTERS 
Better records 
by hand 
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DON’T BLAME SCROOGE! 


The old miser worked in a poor excuse of an office — ill lit, 
heated only with a few faggots in a smoky old stove, a hard stool 
to sit on, sloping desk, one warped record book in which all entries 
were made with a scratchy quill pen. 


PITY THE MAN... 


Had Scrooge lived in our day, he would most 
certainly have had a sweeter disposition with latest ceiling lighting, 
furnace warmed office in winter, air cooled in summer, a swivel 
chair with comfortable back and air rubber cushions and, oh joy! 
—half a dozen Tarco flexible-chain post binders with Tarco 
efficiency forms for every kind of accurate record keeping. 


While you may not be using the 1843 methods of Scrooge in 
your offices, it could be that you are not quite as up-to-date as 
Tarco can make you. 


Send for Catalog F-1 and see for yourself just how all-inclusive 
is the Tarco line of 240 fine forms and binders. 








Consult your Public 
Accountant about 
the best Forms for 
your Business. 


TALLMAN ROBBINS & CO. 





Tarco— Better Business Forms, Binders and C: Filing E. 
320 W. Superior St., Chicago 10, Illinois 
New York * Kansas City * Indianapolis + Tulsa + Witchita » Washington 
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since 1912 


“The degree of inflationary pressure 


| that is expected is in itself a force affecting 


the rate of saving. Shortages of durable 
consumer goods, if combined with vigor- 
ous price control measures, may create sub- 
stantial amounts of personal savings, since 
many people would rather save their 
money to be able to buy these goods in the 
future than to use their whole incomes in 
buying other kinds of goods. Although 
very helpful, savings are not so good an 
anti-inflationary measure as are taxes, be- 
cause adding to government debt increases 
the cost of debt service and may lead to 
future inflationary dangers.” 


AUDITING GOVERNMENT CONTRACTS 


The Auditor General of the Air Force, 
Brigadier General T. R. Rampy, reviewed 
the measures which have been taken to im- 
prove cooperation between contractors 
and his staff in auditing government con- 


| tracts. ‘In several instances,” he reported, 


“it has been possible to develop close 


| teamwork between the internal audit staff 


of the contractor and the Armed Service 


| auditors whereby each covers specific 
| phases for a certain time and furnishes re- 


ports to the other. This requires a thor- 


| ough survey and appraisal of the account- 
| ing procedures and internal controls, and 
| the preparation of an audit program ac- 
| ceptable to both. Periodic tests must be 


made, of course, to assure the continuation 
of an accepted condition. Considerable 
saving of personnel has been accom- 
plished and better relations exist with the 
contractors where we have been able to 
develop this coordinated effort. 
“Contractors should try to find out the 
accounting implications of their contracts 
as early as possible,’ General Rampy ad- 
vised. ‘They should then be able to make 
the records and data available with a mini- 
mum of trouble and loss of time. The less 
difficult the audit, the less time required 
and therefore the fewer men needed. Con- 


| tractors can often save audit time by sup- 


plying schedules which they can prepare 
much faster than the auditor, who may be 
unfamiliar with the plant or office. Some- 


| times the facilities, desks, lighting and lo- 


cation of working eee for audi- 
tors tend to delay the audit work. 

“In this emergency, when the maximum 
use of manpower is essential, the Air 
Force is constantly seeking ways to sim- 
plify procedures and get the greatest pos- 
sible production from the available audit 
personnel. This element of teamwork is an 
essential part of our capacity to get the job 
done.” 

Mr. Stassen spoke at a luncheon on Oc- 
tober 9, saying, ‘‘Freedom cannot be long 
maintained if it is not complete freedom— 
economic as well as religious and political. 
It is important for the long-term economic 
freedom of its people that its money shall 


| remain sound so that people will have 
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confidence in it, and that it should not be 
dissipated by inflationary development.” 

The second important requirement, he 
added, is that there be substantial pools of 
private capital which might be invested 
without government interference. 

Mark E. Richardson of Washington 
conducted a panel discussion on excess 
profits taxes, in which the participants 
were: Leonard Raum of the Bureau of In- 
ternal Revenue and the following account- 
ants—Wallace M. Jensen, J. S. Seidman 
and T. T. Shaw. A similar panel on fed- 
eral income taxes was led by Troy G. 
Thurston of Indiana, and included Russell 
S. Bock, Walter M. Bury, Hal Canary, 
W. Waller Grogan, William H. Westphal 
and Charles N. Whitehead. Commissioner 
of Internal Revenue, John B. Dunlap, 
spoke on mutual problems at this session. 

Among the actions taken at the conven- 
tion was the adoption of a resolution sup- 
porting proposed legislation to create a tax 
incentive for individuals to provide their 
own retirement income. 


Deflation Ahead 2 


The possibility of a deflationary trend 
is almost as much of a threat to the coun- 
try as the inflation about which economists 
and price control officials have been talk- 
ing foe months, according to L. M. De- 
marest and Associates, New York, pub- 
lishers of Flo-Dex reports on business. 
They state that while the Administration 
is scoring the new price controls law as in- 
adequate to control the uptrend in prices, 
official government figures on which the 
calculations are based show that wholesale 
commodity prices have been slipping since 
March and that total industrial produc- 
tion, in spite of defense efforts, has been 
almost static since October 1950. 

The paradoxes of the situation are clari- 
fied by the analyses in the report, which 
shows that of the 25 business movements 
which are measured, only four have shown 
a rise in the latest month for which figures 
are available, while 12 have shown a low- 
ered velocity and eight were unchanged. 
Several sensitive indicators have moved 
lower, suggesting the possibility of a more 
pronounced deflationary trend. 

“With commodity prices dropping, and 
with a general softening in consumer dur- 
ables, it would appear that danger of more 
inflation—at least in the immediate future 
—is disappearing,” the report states. ‘The 
new economic controls bill will have little 
immediate effect, and while relaxed con- 
sumer credit regulations may stimulate 
sales, they will hardly stimulate them be- 
yond the point where present production, 
plus heavy inventories, can carry them. 

“If commodity prices continue to de- 
cline, while wages and total personal in- 
come remain at least at present levels, the 
consumer will feel a gradual release from 
the vise tightened in the past few years by 
the high cost of living.” 
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to help you select 
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tabulating forms! 
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This is an unusual book. Open it, and right in 

front of you are actual samples of Uarco’s complete 
line of stock forms: ruled and unruled forms, 
facsimile posting forms, government tax report 
forms, imprinted forms. 


... plus custom-designed forms with examples of Uarco 
improved fastening methods and assembly techniques. 


Each sample is an actual tabulating form used by 
a well-known national firm—exactly as printed, 
punched and pre-assembled — with specifications 
and full description of use. 


Uarco offers this unique, thought-provoking book 
to aid you in selecting and designing forms that 
will help you get better tabulating efficiency. 





Mail the coupon for your copy of “Uarco Control 
Punched Forms For Tabulating,” now. There’s no 
obligation—simply our way to show you the fullness 
and the quality of the Uarco line of tabulating forms. 
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» 


Factories: Chicago; Cleveland; 
Oakland; Deep River, 
Connecticut; Watseka, Illinois 
—Sales Representatives in all 
principal cities. 


UARCO 





INCORPORATED 





Business Forms 





UARCO Incorporated 
Room 1622, 141 W. Jackson Blvd. 
Chicago 4, Illinois 
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Please send my copy of “UARCO CONTROL PUNCHED FORMS FOR 
TABULATING” 
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Annual Reports Held Weapon 


Against Encroachment by State 


Improved communications with cor- 
porate shareholders through such means as 
the annual report constitute a powerful 
weapon against enc roachment of state con- 
trols and threats to the American eco- 
nomic system, Paul W. Johnston, president 
of Erie Railroad, held in an address at the 
recent annual reports dinner of the Fi- 
nancial W orld. 

Mr. Johnston received on behalf of Erie 
the gold “oscar” awarded for the best 1950 
annual report of all industry. The presenta- 
tion was made by Paul Garrett, vice presi- 
dent of General Motors Corp., which won 
the trophy a year ago. The award to Erie 
was based on the judging of 5,000 reports 
in 100 industrial classifications. Dr. Car- 
man G. Blough, research director of the 
American Institute of Accountants, was 
chairman of the independent board of 
judges. 

Holding that private ownership of busi- 
ness and industry is essential to individual 


freedom, Mr. Johnston said that manage- 
ment must strive for more effective means 
of communicating economic information 
and broadening corporate ownership. 

‘Every American a shareholder will also 
mean, every American a more enlightened 
capitalist,” he added. 

Mr. Johnston said the annual report is 
the principal means of communication be- 
tween a company and its shareholders and 
it should “tell the truth, the whole truth 
and nothing but the truth.” He pointed out 
that annual reports have been slowly re- 
juvenated from formal statements under- 
standable only by accountants, to interest- 
ing readable publications which have “as 
much influence on Main Street as on Wall 
Street.” 

“Anything management can do to make 
its reports more interesting and easier to 
understand is a step in the right direction 
becausz it is true that what people don’t 
understand, they don’t trust,’” he declared. 
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He explained the award of the gold 
oscar of industry was especially significant 
to the Erie Railroad this year as it is cele- 
brating the centennial of the completion 
of the original main line which linked the 
Great Lakes with the sea in 1851. 

“Railroad management is particularly 
conscious of the need for keeping share- 
holders informed because ours is an indus- 
try subject tg governmental regulation of 
rates and other matters affecting the re- 
turn on shareholders’ investment,’ Mr. 
Johnston said. “It is an unfortunate fact 
that the earning power of railroads has 
been so restricted through regulation that 
there have been virtually no new issues of 
stock offered for sale in the past 15 years. 
The lack of sufficient earnings makes it 
necessary for railroads to turn to debt fi- 
nancing to enable the industry to modern- 
ize and keep pace with the nation’s indus- 
trial and military needs. 

The Erie Railroad president said the 
situation created by government-regulated 
earnings adds strength to those favoring 
nationalization of the industry. He pointed 
out that American railroads, among the 
few in the world which are still privately 
owned, offer the lowest rates and operate 
their properties at the greatest efficiency. 

“The philosophy of state control is not 
limited to railroads,’ he warned. “It ex- 
tends, as in Great Britain, to other huge 
segments of the economy, particularly pub- 
lic service industries and those concerned 
with basic or raw materials. And manage- 
ments must carry to their owners, or share- 
holders, the reminder that private owner- 
ship of business and industry is essential 
to individual freedom. 

“The relatively few years of our coun- 
try’s existence have seen us grow to a posi- 
tion of world leadership, yet today our way 
of life is threatened. To maintain our posi- 
tion, internally and internationally, we 
must grow even stronger—not only in the 
materials of defense, but in the unshak- 
able conviction that ours is the way of 
peace, of progress and of the dignity and 
well-being of the individual.” 

In addition to the gold “‘oscar’’ award, 
the Knott Hotels Corporation received 
through David H. Knott, chairman, the 
award of the silver oscar for second place 
in all industry. Other silver trophies were 
presented to George H. Richards, vice 
president of Celanese Corp. of America, 
for the best report of all manufacturing; 
to Alfred Epstein, president of Pfeiffer 
Brewing Co., for the best of all consumer 
goods; to J. M. Johnston, senior vice 
president of Girard Trust-Corn Exchange 
Bank of Philadelphia, for the best of all 
financial institutions; and to Richard L. 
Rosenthal, president of Citizens Utilities 
Co., for the best of all public utilities. 

New York Life Insurance Co. received 
a silver oscar for the annual report adver- 
tisement judged best of the year, and Gen- 
eral Electric Co. won top honors for the 
best stockholder annual meeting report. 
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ncrease Efficiency, Cut Costs! 









VICTOR CUSTOMS 
Available in 10-key or full keyboard. 
| Total 999,999,999.99. Both models 
same size, weight and price. 









[D 0987654321 QO) 
Movable Decimal Marker Speeds Calculation 
Exclusive with Victor. Point off decimal places by 
pre-setting the marker. Eliminate counting columns 


on tape. Speeds calculating, multiplication, division, 
addition, and subtraction of decimal equivalents. 














BEAUTIFULLY DESIGNED, ruggedly built Victor Customs add, sub- 
tract, multiply, divide, automatically compute credit balance. You 
can calculate with Victors. They cut operating costs by simplify- 
ing figure work and by saving you the extra cost of more expensive 
VICTOR CUSTOMS machines that need trained operators. ; 
Available in hand or electrically operated models with totaling 
DO ALL THESE FIGURING JOBS capacities of eleven or nine columns. There are 42 basic models 
FASTER, MORE ECONOMICALLY: in the Victor line, from the utility models to those specially built 
for specific business problems. Call the Victor Branch or Author- 
ized Dealer listed in your classified phone book . . . or mail coupon 
below for FREE booklet, “The Secret of Speed.” 
: 





@ Invoice and remittance 
handling 


® Collection and summary of 
i gross premiums 


Se ee 


























Chicago 18, Illinois 


The World's Largest Exclusive 
Manufacturers of Adding Machines 


} a Hee , ' 

: ‘ @ Figuring operating and H 

budget ratios Victor Adding Machine Co., Dept. CM-1251 : 

: Chicago 18, Illinois ' 

© Preparing profit and loss ORS Please send free literature on the complete Victor line : 
; 7 ne " pos ‘ 

: statements and free booklet, “The Secret of Speed,” showing 1 
QGAUITY RecoemITION how the new Victor Customs do many calculating ' 

@ 101 other figure problems THE WORLD OVER jobs as well as adding machine work. ~ 

peculiar to your business ; ' 

‘ NAME ' 

' 

. COMPANY NAME ' 

E : ADDRESS ' 

VICTOR ADDING MACHINE CO. |; ' 

' cITYy Te ae H 

H ' 

' 1 

L 


oe eee ee Re SOS SSS OSS SSE SSS SSS ese esses seseseeanad 


577 





Why Profit Figures Are Misleading 


(Continued from page 567) 


All purchases and sales for the year 
would be assumed to have been at the year- 
end price regardless of fluctuations during 
the year. The current and monetary items 
on the closing balance sheet for the current 
year would be accepted as facts. If when 
purchasing power has declined the dollars 
at the end of the year are merely what they 
were at the end of the preceding year, the 
markup in the opening balance sheet will 
reveal that this indicates a loss and not a 
split even. 

The current depreciation allowance 
would be based on the revised figures. If 
the revised cost is higher than the market 
price of marketable items an evaluation 
allowance might be adjusted to show the 
difference. Otherwise the adjustment of 
the non-current and non-monetary items 
would be the same on the closing as on the 
opening balance sheet for the current year. 


PROFITS SHOULD BE ANALYZED 
The resulting profit for the year would 
be equal to the conventional profit minus 


“Say! That new 
payroll record service 
r) “fo L] 

is terrific!” j 


“Remember how I used to worry about 
getting our payroll work done on time? 
Remember all the overtime costs I had 
to explain to the VP? Remember all the 
fuss I had with the girls? 


“No more of that for us—not since 
we're having the Recording and Sta- 
tistical Corp. turn out our records on 
their special high-speed payroll ma- 
chines. After all, why should clerks 
turn out that repetitious work week 


any increase in the opening balance sheet 
or decrease in the closing balance sheet or 
plus any decrease in the opening balance 
sheet or increase in the closing balance 
sheet. 

Until people and the courts have been 
re-educated it may be advisable to report 
the conventional profit minus or plus the 
price adjustment with the revised profit as 
the third figure. 

It would be better yet to get rid of the 
profit figure entirely. The term is an am- 
biguous one for a heterogeneous mixture. 
The amount called profit by the accountant 
covers what the economist calls rent, royal- 
ties, interest, and insurance as well as the 
balancing factor which he calls profit. The 
term profit is used by many to cover (1) 
income taxes which are taken by the Gov- 
ernment and (2) capital purchasing power 
replenishment, which it is here proposed 
to separate, as well as (3) dividends which 
go to the stockholders and (4) real capital 
formation which together with (2) bene- 
fit the corporation as an institution. Items 
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after week when it can be turned out 
automatically. I figure we'll save thou- 
sands of dollars this year!” 


SEND FOR FREE BROCHURE NOW! 


We sincerely believe that we can save 
thousands of dollars for you—just as 
we do for so many other firms. (Other 
services: Tabulations of sales, orders, 
prices, costs, inventories, special re- 
ports.) Why not write or call now? 


RECORDING & STATISTICAL CORP. 


CHIC TON - DE 
100 Sixth Avenue 


MONTREAL - TORONTO 


New York 13, N.Y 


(1) and (2) should be treated as expenses 
while (3) and (4) should be divided be- 
tween (a) dividends and (b) earned capi- 
tal additions. 

Instead of quoting earnings and divi- 
dends per share the commentators could 
then quote dividends and capital addi- 
tions per share. The dividends should be 
taxed to the stockholders only while, to 
the extent that capital formation is to be 
discouraged, the capital additions could be 
taxed to the corporation. 


STOCKHOLDERS GET DIVIDENDS ONLY 

Meanwhile the fiction has persisted that 
the stockholders are the sole beneficiary of 
profits. They have been erroneously con- 
ceived as getting all the profits and rein- 
vesting part in the business for their own 
advantage. While the stockholders still 
have the right to elect the directors, this 
does not give the average stockholder any 
more control of the profits than the aver- 
age citizen has of the federal budget. The 
Government and the labor unions have the 
greater powers to coerce management and 
each is better organized for aggrandize- 
ment than the stockholders. 

The only part of the profits the stock- 
holders get is the dividends, which for 
manufacturing corporations during 1947- 
1950 averaged 42% of profits, 2.8% of 
sales and not over 4% of invested capital 
per books after translation into current 
dollars. Furthermore, this 4% should be 
compared not with interest on a loan but 
with annuities. Interest is a bonus paid in 
addition to the return of principal. Divi- 
dends are more like annuities, which in- 
clude the return of principal as well as the 
equivalent of interest. 

The capital from the original sale of 
shares normally becomes the permanent 
property of the corporation. Management, 
labor, and the Government are likely to 
try to keep the business going as long as 
sufficient cash can be found. Thus years of 
capital erosion through losses and diverted 
depreciation allowances and the subordi- 
nation of the stockholders equity to maxi- 
mum borrowing are likely to leave very 
little or nothing for the stockholders by 
the time that conditions become so bad 
that liquidation is forced, which would be 
most likely to occur in a buyer’s market. 

As long as the expectation of dividends 
continues, the right to receive them will be 
marketable but when the prospect ceases, 
the shares are likely to have little or no 
value. 


CAPITAL BENEFITS ARE DIFFUSED 


The part of the profit which is not used 
for dividends represents the amount 
which the corporation as an institution has 
to invest for the sake of all who benefit 
from its activities. 

It does not measure or reflect the change 
in the value of the corporation to its stock- 
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holders. Such value is influenced more by 
the trend in the profitability of the total 
capital of which the pre-existing capital is 
the more important part. Accounting has 
not yet developed any method of discount- 
ing changes in earning power. If, for ex- 
ample, $50,000 is added to $1,000,000 of 
invested capital while the earning power 
of the latter is being reduced more than 
5% by taxes, wage and fringe demands, 
competition, product obsolescence or 
simply poor management, the accounting 
report will show a 5% increase of invested 
capital when the real value of the corpora- 
tion to its stockholders is actually declin- 
ing. 
During both the past 10 and the past 50 
years the aggregate of all common stocks 
regularly traded on the New York Stock 
Exchange sold on the average at an about 
6% _ dividend-yield basis. For shares 
traded elsewhere the yield basis was prob- 
ably higher. Hence the 4% dividend yield 
computed above for 1947-1950 on the re- 
vised book investment suggests that the 
market value of the shares would not be 
apt to average more than two-thirds of the 
revised book investment. 

Market prices are influenced not only by 
the corporation’s behavior but also by the 
relation of the supply to the demand for 
shares in the market. For these several rea- 
sons there is likely to be only a low degree 
of correlation between the market price 
and the book investment per share. Hence 
the addition to the book figure in any one 
or more years can hardly be a measure of 
the stockholder’s opportunities for capital 
gain. 

The net capital gains reported by stock- 
holders for tax purposes have to a very 
large extent been merely the erroneous re- 
sult of counting the depreciation of the 
dollar as if it were an increase in real 
wealth. Also we must remember that when 
capital gains are realized the increase in 
value is paid by some substitute stock- 
holder and not by the corporation itself. 
The stockholder in the aggregate will not 
be made any richer by the corporation's ap- 
parent addition to capital except as their 
future dividends are increased. 

During recent years the principal bene- 
ficiaries of capital expansion have been la- 
bor, through more and better paid jobs, 
and the Government, through taxes on in- 
come, which for 1950 took more than 
twice as much as dividends. Over the long 
run the customers also have benefited 
through more, cheaper, and better goods 
and services. Between the first two years, 
1929-1930, and the last two, 1949-1950, 
for which the Department of Commerce 
furnishes figures, national income in- 
creased 180%, taxes on corporate income 
1245%, compensation of employes 
201%, and dividends 49%. Thus the 
capital provided from profits has fur- 
nished far more income for the Govern- 
ment and labor than for the stockholders. 
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\n the Air {" * “DOODLES in the Air” 


are unobserved WASTE MO- 
TIONS . . . extra manipulation 
of hands and equipment. In- 
visible red tape that snarls 
production and leaves a trail 
of errors, annoyance and fa- 
tigue. 


Wasteful! Unheard of! 


No “doodling” among sky-writers—that’s 
for sure! The slightest deviation would be 
noticed immediately. 
However, wasteful “doodles in the air” in 
record-keeping are unavoidable with poorly 
designed or outmoded business forms. Our 
scientific tracer light studies reveal these 
otherwise invisible waste motions... 
show how they can be eliminated by our “Planned 
Business Forms.”’ Let us plan improved forms 
for you... to gain better control, save your time, 
increase your production and your profits. 










MAIL COUPON TODAY for AMERICAN LITHOFOLD CORP, 

FREE COPY of “TIME AND 500 Bittner Street + St. Louis 15, Missouri 

MOTION STUDY IN LIGHTS’ Branches: New York, Chicago, Detroit, Washington 
Raleigh, N. C., and other principal cities 


Without obligation, SEND ME the new illustrated brochure 
TIME AND MOTION STUDY, showing how we can eliminate 
“doodles” —save important time, work and money with 
LITHOSTRIP “PLANNED BUSINESS FORMS.” 

COMPANY NAME 

ADDRESS : ipenesscbeden 
CITY me saees ZONE STATE 
SIGNATURE 


Copyright 1951, American Lithofold Corp. c 
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WANTED! 
CONTROLLER MAGAZINES 
MARCH - APRIL - AUGUST 
AND NOVEMBER 1951 
ISSUES 
We're sold out again—on these is- 
sues! If you have an extra copy that 
you would part with after you read 
it, we'd welcome receiving it to en- 
able us to provide a complete year 
for those who may want a “back 
copy subscription” or to fill “single 
copy” orders. Thanks! Send to the 

CIRCULATION MANAGER 


The Controller 
1 East 42nd St., New York 17, N. Y. 











Provides the last 


word in property 


control... 


e@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 


property control. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 





























CHRONIC INFLATION A NEW FACTOR 

It is time the accounting profession 
woke up to the fact that we are not going 
to have any stabilized price level for any 
substantial length of time. We cannot have 
it without reforming many ingrained hab- 
its of our whole society. That would be 
even harder than changing the conven- 
tions of a single profession. 

Except for temporary dips the trend of 
commodity prices has been upward since 
1896. The recent tendency has been to 
abandon or resist the factors, such as the 
gold standard, sound money policies and 
unemployment, which might stabilize or 
reduce prices and to reinforce the factors, 
such as farm price and labor wage support, 
government spending and easy credit, 
which lead toward chronic inflation. 
When there is full employment the dollar 
purchasing power and cost of labor will 
be pushed up faster than physical output. 
When private employment lags Govern- 
ment deficits will be used to support the 
income of farmers, labor, and other voters. 

Our present accounting overstates profit 
and understates investment when prices 
are rising. Thus inflation is painted in rosy 
colors and resistance to it is naturally 
weakened. If accounting told the whole 
truth more people would realize the extent 
to which inflation impoverishes and this 
would strengthen the political opposition 
to inflationary practices. 


PROFIT RESTRICTION 
ANOTHER NEW FACTOR 
During recent years accounting is being 
used more and more for profit restriction, 
a purpose for which it was never designed. 
During the 1920's income taxes were 
relatively light and the earnings figures 
were seen and used only by people who 
understood the part played by profit in the 


formation of capital, as an inducement to 
investment, and as an incentive to eff- 
ciency. Also conservatism in accounting 
was then fashionable, and this tended to 
offset at least part of the excess of dollar 
profit over real profit. 

Today, we have Government support 
for high labor costs at the expense of 
profit, high corporate income taxes, con- 
fiscatory taxes on portions of the income 
arbitrarily labeled as ‘excess,’ statutory 
“renegotiation” and profit control in the 
guise of price control. These restrictions 
are at least partly the result of an errone- 
ous belief that stockholders are getting too 
large a share of the national income. 

People with a vested interest in reduc- 
ing corporate profits will naturally oppose 
any restatement of the accounts that shows 
less room for such reductions. These peo- 
ple would not be formidable, however, ex- 
cept for the support they receive from the 
misinformed. It should be possible in the 
course of time to re-educate the latter and 
larger group by a better and more com- 
plete presentation of business facts. 


THREAT TO FREE ENTERPRISE 

If these opportunities are neglected, if 
inflation continues unabated and dollar 
profits continue to be restricted without re- 
gard thereto, the results are likely to 
weaken and eventually to kill our Ameri- 
can system of free enterprise and the high 
standard of living it has produced. As this 
weakening proceeds, the Government will 
be under pressure to provide more and 
more business capital from taxes. This 
would accelerate a vicious cycle leading 
toward ever lower standards of living, 
more and more concentration of power in 
the central political organization and uti- 
mately the transformation of our republic 
into a totalitarian state. 





MARK YOUR CALENDAR 





NATIONAL ASSOCIATION OF MANUFACTURERS OF U.S. 


NEW YORK 


56th Annual Meeting 


CONTROLLERS INSTITUTE 
1952 


Date Conference 


MARCH 28-29 
APRIL 20-22 
MAY 8-10 
MAY 25-27 


Southern 
Eastern 
Pacific Coast 
Midwestern 


OCT. 5-8 ANNUAL MEETING 


Hotel City 
Baker DALLAS 
Berkeley Carteret ASBURY PARK 
St. Francis SAN FRANCISCO 
Netherland Plaza CINCINNATI 


Book-Cadillac & Statler DETROIT 
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B™ MANAGEMENT AND LABOR are seeking the best 

method of solving the retirement problem. A real 

>» measure of financial security is the goal, but there is 
no standard method for achieving this goal. The great 
variation in earnings and working conditions in 
companies and trades create the need for different 
approaches to the common problem. 

Our Pension Trust Division has acquired a unique 
experience in developing all types of pension systems 
for a great number of trades and businesses. This ex- 
perience can be invaluable in working out a pension 
plan to fit the income and employee benefit require- 
ments of your company. We shall be glad to discuss 
with you any pension problem you may have, including 


pension costs. No obligation whatever. 


W rite or call the 
PENSION TRUST DIVISION, 
The National City Bank of New York 


and 


WE ACT AS TRUSTEE UNDER 
PENSION AND PROFIT-SHAR- 
ING PLANS AND AS AGENT 
FOR INDIVIDUAL TRUSTEES. 





City Bank Farmers Trust Company. 
isk for our Pension Booklet C4. 







CITY BANK FARMERS TRUST COMPANY 


HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





THE NATURE AND TAX TREATMENT 


OF CAPITAL GAINS AND LOSSES* 


By Lawrence H. Seltzer, Selma F. Goldsmith, and M. Slade Kendrick 


Reviewed by J. H. LANDMAN 
Attorney at Law 
New York 

The aggregate tax rate on ordinary in- 
come of corporations is 70%, and that on 
individuals is 88%. Both types of taxpay- 
ers understandably therefore seek the kind 
of earnings known as long-term capital 
gains because of their maximum 26% tax 
rate appeal. The more courageous ones are 
not content with this bargain tax rate and 
urge the more favorable capita! a.. 
treatment of some of the continental 
European countries, and even the tax-free 
treatment of England. Just what our tax 
policy should be as to capital gains has be- 
come a national issue. 

Roughly speaking, capital gains or losses 
are the occasional, nonoperating profits or 
losses that one sustains from the sale or 
exchange of stocks, bonds, houses, land 
or other property not a part of one’s stock- 
in-trade. The economists Seltzer of Wayne 
University, Goldsmith of the U.S. Depart- 
ment of Commerce, and Kendrick of Cor- 
nell University have made a scholarly and 
significant contribution to this controver- 
sial problem in their very suggestive study 
entitled, “The Nature and Tax Treatment 
of Capital Gains and Losses.” 

After a short introduction, they launch 
upon a provocative analysis of the eco- 
nomic nature of capital gains and losses as 
the title indicates with a view toward de- 
termining whether or not capital gains are 
appropriate elements of taxable income. 
The most important part of the study is 
the analysis of capital gains and losses in 

* Published by 
nomic Re €arcyp, Ine 


of Eco- 


National Bureau 
New York. $7.50. 
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the United States between the years 1917 
and 1946. Those with incomes over $50,- 
the Statistics of Income published by the 
United States Treasury. It took the econ- 
omists cight years to analyze the problem 
and to present their findings. Their results 
constitute a praiseworthy reward for their 
efforts. 

During the 30 years under scrutiny, the 
net capital gains reported by individuals 
were $50 billion. They represented about 
11% of the total income from the property 
involved, and 5% of the total income from 
all sources of these taxpayers. The net 
capital gains and losses varied widely dur- 
ing this period but not necessarily because 
of favorable tax rates and high book 
values. 

The greater part of the capital gains was 
realized by individuals earning less than 
$25,000 per year. This group accounted 
for 81% of net gains between 1918 and 
1921, 37% between 1922 and 1933, 58% 
between 1922 and 1933, 28% between 
1938 and 1941, and 62% between 1942 
and 1946. The source macerial is primarily 
000 accounted for about 10% of the net 
gains between 1918 and 1921, about 50% 
between 1934 and 1937, 52% between 
1934 and 1937, 38% between 1938 and 
1941, and 27% between 1942 and 1946 

Like dividends, rents, and royalties, 
capital gains constitute a small portion of 
the aggregate income of the taxpayers as 
a whole, but they are a major source of the 
incomes of the very wealthy taxpayers. 
Many of them reach higher income levels 
chiefly because of these capital gains. 
Much of their capital gains arise from the 
disposition of property which was held for 
a very long time. 
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Taxpayers with large net incomes sus- 
tained proportionately a smaller percent- 
age of capital losses than those with smal- 
ler incomes. There was a marked concen- 
tration of net capital losses in the income 
groups below $50,000 which was effected 
only in a small part by the fact that these 
losses reduced them to still lower income 
brackets. 

Common stocks were the chief source of 
the capital gains and losses, and the latter 
followed the trend of stock market move- 
ments. Tax rates seemed to have had little 
influence on their annual dollar revenue. 
The effective long-term capital gains tax 
rates reached their maximum 25% rate in 
1942. Yet, since 1942 there were very 
large increases of realized capital gains. 
Perhaps the volume of capital gains would 
have ne even greater had the rates not 
been as high. The net capital gains were 
$7.3 billion in 1946 as against $4.8 billion 
in 1929. 

However, those in the larger income 
groups were more responsive to capital 
gains tax rates than those in the lower in- 
come groups. The authors felt that among 
other reasons this difference might have 
been due to the dollar amount of the taxes 
involved. They suggest that “‘less tangible 
factors, such as the speculative temper of 
the times, the domestic and international 
political atmosphere and governmental 
policies sometimes play more immedi- 
ately important roles’ than capital gains 
tax rates and book values of the securi- 
ties. 

This study also proves that capital gains 
are not very productive of government 
revenue. In the 20-year period between 
1926 and 1947 the annual average net 
revenue from the tax treatment of capital 
gains and losses was only about $200 mil- 
lion. 

As to whether capital gains and losses 
should be tax-exempt involves considera- 
tions of concepts of income, equity, reve- 
nue yield, administrative control, and in- 
vestment incentives. 

Tax-exemption for capital gains or los- 
ses in part or in whole can be defended on 
the basis that (1) they are not true operat- 
ing but occasional profits, (2) they are 
merely appreciations or depreciations of 
assets, and (3) they are only monetary in- 
flations or deflations. Those who favor 
making no distinction between capital and 
ordinary incomes urge that the economic 
value of both are identical in the hands of 
the taxpayer. 

Some would abolish the favorable tax 
rates accorded capital gains, allow full de- 
ductions for losses, and average gains and 
losses over a period of years. It has also 
been proposed to accrue the increases and 
decreases in value of capital assets, and 
tax the gains prior to realization. Some 
would continue the present capital asset 
taxing method with a longer holding 
period than the current six months, and 
higher rates. Others, contrariwise, urge 





a shorter holding period, and lower rates 
or no tax. 

The weak aspect of the book under re- 
view is the part that treats the tax law of 
capital gains. It is adequate, however, to 
put the economic aspect of the problem in 
its proper perspective. 

The reviewer personally is content with 
the current bargain tax of 26% on long- 
term capital gains of more than six months 
duration. It has proven to be a reasonable 
source of revenue and to be readily admin- 
istrable. Even more important is the fact 
that its tax appeal to an already tax- 
burdened American public has caused it 
to become extensive stockholders and 
bondholders in American industry and 
government. It has destroyed all vestiges 
of American social and economic stratifi- 
cation, if it ever existed. It has made us 
all capitalists and workers in varying de- 
grees with a common stake in American 
economy and government. That is why the 
American way of political, social and eco- 
nomic living is invincible. 

Despite the socialistic achievements of 
the Labor Party regime in England, the 
English community is still aristocratic 
socially, economically and even politi- 
cally. English wealth is largely concen- 
trated in the hands of industrialists and 
landed aristocrats. For these people, the 
exchange per se of a security for another 
is an economically sterile transaction, and 
to that extent is a justifiable tax-free ex- 
change. Were England more democratic 
socially, economically and politically, she 
would be less vulnerable than she is to-day. 
Even tax-free capital gains transactions 
have failed to democratize her because by 
and large the populace never enjoyed 
enough economic well-being to be able to 
acquire shares and bonds. Tax-free capital 
gains transactions in England were en- 
acted at first to perpetuate the aristocratic 
classes in power. They are now necessary 
in Ricans if the masses could only im- 
prove their economic lot, to encourage the 
democratization of wealth. 

We, in the United States, are not con- 
fronted with such a situation. The true 
inequity of our current capital gains tax 
law lies in the absence of a precise mean- 
ing for a capital asset. At present it defies 
exact definition. The Internal Revenue 
Code explains it in the negative. It is not 
(1) inventory, (2) property held pri- 
marily for sale to customers in the ordinary 
course of the taxpayer’s business, (3) de- 
preciable and real property used in trade 
or business, and (4) certain federal, state 
and municipal obligations. Sales or ex- 
changes of capital assets yield capital gain 
or loss. 

By statute, transactions that resemble 
sales or exchanges also yield capital gains 
or losses. Amounts received upon the re- 
tirement of bonds are treated as capital 
gains or losses in exchange for bonds. Un- 
der certain conditions, involuntary con- 
version of business property such as fires 
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“We'll make 3 copies 
before your shine 
is finished.” 


COPYFLEX speeds your vital reports 


Imagine being able to copy your 
operating reports (even the large 
ones) so quickly — 1 or 100 of them, 
right as needed! Imagine getting 
exact, errorproof copies, up to 42” 
wide, for only 2¢ (average) per 
square foot! 

With the new, low-cost Copyflex 
“20” you can copy anything from 
small office forms to really large 
sized sales or inventory reports, bal- 
ance sheets, production schedules, 
etc. It makes direct positive (not 
negative) copies of practically any- 
thing typed, written or drawn on 


ordinary translucent paper. 

No stencils, negatives, or masters 
are used! You need no special room 
lighting, no inks, no tray developers. 
You simply feed in your original and 
sensitized Copyflex paper .. . the ma- 
chine delivers a ready-to-use copy. 
You get the letterhead or form as 
well as the text. 

Why wait until copies are made 
“outside”, or typed (with conse- 
quent proofreading). It’s costly and 
unnecessary. Speed your paperwork 
the modern, efficient, Copyflex way. 
Mail the coupon today. 





(BRUNING ) 2 





Specialists in copying since 1897 


CHARLES BRUNING COMPANY, INC. 


Dept T-121 100 Reade St. 


New York 13, N. Y. 


-] Send me full details on the Model 20 Copyfiex. 


] | would like to see a Copyflex machine demonstrated. 


Name______ 
Company— 
IE siitinrnsnsenntaieens REAR STE 


City___ Zone___ 


State 


Title 


the NEW Copyfiex “20” 
No training is needed to 
operate a Copyflex. And no 
—— installation is required — 
just connect to a standard 
115 v. AC power circuit. 
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MANAGEMENT PLANNING 
FOR 


CORPORATE TAXES 











Numter Fourteen in a Serces 
of Reports Devoted lo 
“Beller. Management Chicugh 
Beller Contiollership™ 


ASED on 400 actual case experiences, this manual on 
preventive tax planning was prepared for the Founda- 
tion by William J. Vatter, professor of accounting at the 
University of Chicago. It is designed to help the smaller 
business organizations which do not have full-time tax 
counsel, as well as those larger firms which are striving to 
make executives and supervisors more tax conscious. Con- 
tents include the following: 

The Problem of Minimizing Corporate Income Taxes. . . Shift- 
ing and postponing for its own sake. ..Accounting methods, 
procedures and forms. . . Decisions arising at the time of creation 
or liquidation of a corporation. 

Tax Effects and Decision Making. ..Wages and personnel de- 
cisions. ..Sales and credit decisions. ..Financing decisions. . . 
Fixed asset decisions. . . Decisions concerning the legal form of 
organization. . . Miscellaneous areas. 

Management Attitudes. ..The attitude of indifference. . .The 
philosophy of extravagance. . . The attitude of militant self-inter- 
est. . .Aggressive integration of the tax factor with other business 
factors. 

Organization for Tax Administration. . .The place of the pub- 
lic accountants. . .Of the legal department. . .Communication of 
tax information. 


PRICE: $3.00 TO MEMBERS OF CONTROLLERS 
INSTITUTE: $4.00 TO ALL OTHERS 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
ONE EAST FORTY SECOND STREET, NEW YORK 17, N. Y. 





| and floods, and the cutting of timber may 
| be considered sales yielding capital gains 
| or losses. Other situations which are 
| deemed by statute to be a sale or exchange 


giving rise to capital gains or losses are: 
corporations being dissolved, securities be- 


| coming worthless, nonbusiness debts be- 


coming valueless, foreclosures and re- 
possessions of mortgaged property, dis- 
tributions payable to an employe by em- 
ployes’ trust within one taxable year on 
account of separation from service. 
Depreciable property and real property 
used in trade or business, such as a factory 
and the land on which it is situated, may 
upon sale or exchange by special statute 
yield capital gain but fully deductible loss. 


| The disposition of a patent (not copy- 


rights) may also give rise to capital gains 
or losses. 

By court decisions, the sale or exchange 
of a partnership interest, inventory and re- 
ceivables in bulk, and goodwill may also 
yield capital gains. 

This is the potpourri of business trans- 
actions es by Congress and the 
courts that may yield capital gains or losses. 
The time has come for Congress to recon- 
sider the entire problem of capital gains 
and losses within the framework of our 
current national situation. Tax laws raise 
revenue ; they also govern and regulate our 


| national political, social and economic life. 


OTHER BOOK ENTRIES 


U.S.A. THE PERMANENT REVOLUTION. 
By the editors of Fortune in collabora- 
tion with Russell W. Davenport. Pren- 
tice-Hall, Inc., New York. $3.75. 


UNIONISM, WAGE TRENDS, AND INCOME 
DISTRIBUTION, 1914-1947. Michigan 
Business Studies. By Harold M. Levin- 
son. Published by University of Michi- 
gan Press, Ann Arbor. $2.00. 


MAKING WESTERN EUROPE DEFENSIBLE. 
By Theodore Geiger and H. van B. 
Cleveland. National Planning Associa- 
tion, 800 21st Street, N. W., Washing- 
ton 6, D. C. $1.00. 


MANPOWER RESOURCES AND UTILIZA- 
TION. By A. J. Jaffe and Charles D. 
Stewart. John Wiley & Sons, Inc., New 
York, N. Y. $6.50. 


How To READ THE FINANCIAL News. By 
C. Norman Stabler. New York Herald 
Tribune, New York, N. Y. $1.00. 


PROFIT SHARING MANUAL (revised 1951 
edition). Council of Profit Sharing In- 
dustries, Akron, Ohio. $10.50. 


Walional 


MECHANIZED ACCOUNTING 
SAVES TIME AND MONEY! 


The Nationa! Cash Register Company 
Dayton 9, Ohio 
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C. H. Lichtfeldt Elected 
NABAC President 


Members of the National Association 
of Bank Auditors and Comptrollers 
elected the following officers and directors 
at their recent 27th Annual Convention: 

President—Clarence H.  Lichtfeldt, 
comptroller, First Wisconsin National 
Bank, Milwaukee, Wisconsin. Mr. Licht- 
feldt, who is a member of Controllers In- 
stitute, is a past president of the Mil- 
waukee Control. 

First Vice President—George Ehrhardt, 
assistant vice president, The Hanover 
Bank, New York. 

Second Vice President—Ira C. Chaney, 
auditor, Crocker First National Bank, San 
Francisco. 

Secretary—Robert H. Shepler, vice 
president and cashier, The Denver Na- 
tional Bank, Denver, Colorado. 

Treasurer—Robert F. Goodwin, comp- 
troller, Wachovia Bank and Trust Com- 
pany, Winston-Salem, North Carolina. 

The three directors elected at the Con- 
vention are: Leonard Engel, treasurer, 
Provident Savings Bank of Baltimore; 
Robert Wekesser, auditor, National Bank 
of Commerce, Lincoln, Nebraska; and 
Frank R. Amon, comptroller, The First 
National Bank, Phoenix, Arizona. 


Deduction Chart Revised for 
the Revenue Act of 1951 

A new and revised edition of the Del- 
bridge Social Security and Withholding 
Tax Chart has just been published for use 
by pay roll departments and accountants. 
It provides the deductions called for by 
the new Revenue Act of 1951. 

An important improvement in the 
newly revised Chart is that both withhold- 
ing tax and Social Security deductions are 
shown on the same line for each wage 
bracket so that both deductions may be 
recorded at once. This saves time and re- 
duces the possibility of error. Editions are 
published for weekly, bi-we:kly, semi- 
monthly and monthly pay rolls. 


Depreciation Problem 
Hits Steel Industry 


Steel industry earnings as presently re- 
age are inflated by funds which should 
e charged to depreciation and used for 
necessary replacement of facilities, Ernest 
T. Weir, chairman of National Steel 
Corp., said recently. The difficulty stems, 
he pointed out, from the fact that depre- 
ciation for tax purposes is permitted only 
on the basis of original cost, while replace- 
ment costs are two and one-half times the 
prewar figure. He added that new capital 
undoubtedly will be available for part of 
the steel industry's expansion but that new 
money cannot be expected to come forth 
for replacements that should be made out 
of depreciation. 
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THOUGHTS WHILE HAILING A CAB 


Must remember to check on how 
their account stands with us. 


Joe says the Doe Company 
has been slow paying their 
account lately. 








Hope whatever is wrong at 
Doe is oniy temporary. 


Oh well... we don’t have to 
worry... our American Credit 
Insurance guarantees payment 
of our accounts. 








This book helps you plan sound credit policy, gives additional 
facts on American Credit Insurance . .. send for your copy today! 


American Crepit INSURANCE pays you when your 
customers can’t... protects you against the many 





unpredictable events that can cause your “best 














credit risks” to default. It enables you to get cash 
for past due accounts, improves your credit standing 
with banks and suppliers. American Credit policies 
are available to insure all, a specific group or just 
one account. Ask the American Credit office in your 
city for our book, or write American CreEbIT 
Inpemnity Company or New York, Dept. 55, 
First National Bank Bldg., Baltimore 2, Md. 


eRe 








AMERICAN 
G Crepit INDEMNITY 
Ane Ric As SREOYR | Cony 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


OFFICES IN PRINCIPAL CITIES OF 
THE UNITED STATES AND CANADA 
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It’s the hotel that saves you time 
in Washington. Mere minutes from 
government agencies, it is also 
within walking distance of the 
financial district, department stores 
and theatres. Living is comfort- 
able. Service is unsurpossed. You'll 
enjoy the Carlton. 


Frank E. Weakly, 
president 





























We not only SELL... but SERVE 4 welt / 


ESTABLISHED 1920 


HYGRADE 


. PRINTING & STATIONERY CO. INC. | 


121 VARICK STREET, NEW YORK 13, N. Y. 
Algonquin 5-4530-1-2-3-4 


Wartime Protection of 
People and Plants Studied 


pater Wak II air raid experience in 
protecting workers, plant and equip- 
ment can, with minor modifications, be 
made to fit atomic warfare conditions, ac- 
cording to a study on damage control in 
wartime made by the National Industrial 
Conference Board. 

The A-Bomb, the Board reports, does 
not void European experience, as the 
atomic weapon differs little from conven- 
tional bombs except as to power. 

“Radiation is not the danger to most 
American cities that had been feared at 
first. The main effects are still blast, fire, 
ground shock, and splinters, and these can 
be protected against by the same means 
that European companies used to protect 
against high-explosive bombs. Blast walls 
will have to be thickened, fire-fighting 
equipment will have to be more widely 
dispersed, buildings will have to be de- 
signed to withstand greater lateral and 
ground shocks. But the techniques for do- 
ing this are unaltered.” 

Research for the study, “Damage Con- 
trol in Wartime’* and its forthcoming 
companion report ‘‘Protecting Personnel 
in Wartime,” was conducted by a Confer- 
ence Board research team which visited 
industrial plants in the United Kingdom, 
France, Germany and the Low Countries, 
and the report was prepared by Malcolm 
C. Neuhotf of the Board’s Division of 
Business Practices. 

In applying these findings to American 
industrial defense programs, the Board 
points out, it is well to keep in mind the 
differences between the current American 
situation and that which confronted Eu- 
ropean companies in World War II. ‘First 
of all, American industry is more widely 
dispersed than European industry, and 
dispersion was found to be an effective 
means of protecting industrial production. 
Second, the use of camouflaging and black- 
out, which at first was such an important 
part of the European industrial protection 
scheme, is of questionable value because 
of radar developments and because black- 
outs seriously hurt morale and production 
during the last war.” 


NEED FOR ORGANIZATION 

European experience shows that it is 
possible to keep industrial output at a high 
level in wartime, despite severe enemy ac- 
tion. 

* Since the subject is in the national interest, 
"Damage Control in Wartime,” Studies in Busi- 
ness Policy #53, has been made generally avail- 
able at $3.00 per copy. Address the National 
Industrial Conference Board, Inc., 247 Park 
Avenue, New York 17, N.Y. 


Recovery from a devastating enemy raid 
was not due to good luck, the Board found, 
nor was it automatic. “It was the result of 
months and even years of experience in 
preparing plant and equipment for attack 
and in organizing and training personnel 
to deal with attack.” 

Industry in Europe found that the suc- 
cess of any air raid protection program de- 
pended on good organization. “The or- 
ganization had to be broad enough to deal 
with such varied problems as fighting fires, 
rescuing trapped personnel, dressing 
wounds, and repairing broken water mains. 
It had to be deep in reserves and flexibility 
so that it could act as a completely inde- 
pendent unit. And it had to have a cen- 
tralized authority to do the organizing and 
planning and to see that the plans were 
carried out.” 


PREPARING FOR ATTACK 

British and Continental preparations to 
defend against air attack involved organi- 
zation and training of personnel, strength- 
ening of structures, installation of protec- 
tive devices, and dispersal of structures and 
facilities. 

Organization 

Europeans attribute the success of their 
air raid protection programs to good or- 
ganization. Company programs were di- 
rected by ARP (Air Raid Precaution) 
“controllers,” who were responsible for 
the general administration and safety of 
the plant during an attack. 

Thorough training was found essential. 
An air raid protection organization “must 
be able to function without hesitation or 
confusion” even following the loss of cen- 
tral direction. Adequate trained reserves 
also were found necessary, because ab- 
sences or deaths among various groups im- 
paired their effectiveness unless standby 
crews were available and ready to function. 


Strengthening Structures 
and Protective Devices 

One of the first steps European com- 
panies took was to strengthen the weak 
points of their existing buildings by in- 
stalling transverse supports and addi- 
tional framing, by thickening walls, and 
by strengthening roofs. 

Blast walls were used extensively 
throughout Britain and on the Continent 
to control and dissipate blast from high- 
explosive bombs ais protect machinery 
from missiles and splinters. 

Since fire was the greatest hazard, every 
conceivable means of providing adequate 
water for fire fighting was employed. Fly- 
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ing glass was another serious danger to 
personnel and equipment, and many fac- 
tories bricked in the windows, or replaced 
the glass with asbestos, sheet metal or other 
substance which would not shatter. 

Blackout and camouflage, which some- 
times required extensive installations, were 
widely employed, but their usefulness is 
much in question. It was found that they 
had an adverse effect upon morale and pro- 
ductivity, and their Masivanels is also in 
doubt because of rapid developments in 
radar. 
Dispersal 

The dispersal of manufacturing facili- 
ties, raw materials, and finished products 
was an important and successful means of 
limiting damage from enemy attack. Re- 
organizing production so as to make vari- 
ous units independent of each other spread 
the risk of a plant being knocked out be- 
cause, for example, its entire casting or 
lathe department was destroyed. 


Meeting Attack 

Damage control did not end with these 
pre-alarm measures. British and European 
industry found that steps could be taken 
during an attack to greatly reduce damage. 
Fires could be extinguished or controlled, 
leaking mains could be valved or blocked 
off, fallen wires would be rendered harm- 
less, and threatened equipment could be 
protected so that ensuing collapse ofrweak- 
ened structures would not ruin them. 
Emergency Repairs 

Special emergency repair and demoli- 
tion squads often operated during raids. 
They were particularly valuable in shutting 
off broken mains or stemming gas fires 
which threatened plants and in clearing 
away or rendering harmless fallen electric 
cables which might have endangered fire- 
fighting or rescue personnel. 
Resuming Production 

There is no simple formula that Euro- 
— experts can recommend for getting 

ack into production following an attack. 

Each raid during the last war produced its 
own set of circumstances ot each com- 
pany met them in its own way. The reha- 

ilitation generally broke down into two 
phases: deciding what was to be done, then 
doing it with a will. 
RELATED READING | 

See the special feature on records pro- 
tection policies in the September 1951 is- 
sue of THE CONTROLLER and “Bombs 
Do Not Respect Vital Business Records” 
in the March 1951 issue of THE Con- 
TROLLER—pages 109-112. 











DEFENDABLE FACTS 
STANDARD 
APPRAISALS 


Standard Appraisal Co. 
6 Church Si. New York 





Branches all principal cities 
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PHARAOH realized 


the responsibilrtres 


of 


management! 









4 





He stationed a trusted scribe on the roof of ancient Egypt's royal 
granary. By tallying each sack emptied into the chamber, this 





scribe recorded the amount of grain delivered as annual tribute. 
His count, checked against the records of the overseers who super- 
vised the filling of the sacks, constituted a primitive control 





against dishonesty. 

In modern business practice, setting up and maintaining adequate 
controls against dishonesty is still a primary responsibility of 
management. Frequent outside audits provide an additional vital 
safeguard. Equally essential is employee bonding in amounts 
proportionate to the company’s operations—to insure reimburse- 
ment in the event of a shortage. All three are needed for an effective 
partnership against dishonesty. 





Our bonding specialists can help you plan your loss prevention 
program. Why not call our agent in your community and have him 


arrange for this service now? 


AMERICAN SURETY 


merccsommmmmmmmersren: (11) PANY 


100 Broadway, New York 5, N. Y. 
FIDELITY - SURETY - CASUALTY - INLAND MARINE - ACCOUNTANTS LIABILITY 
AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


IRVING H. JOHNSON (#997-1937), who 
resigned as treasurer and chief financial 
officer of the American-Marietta Company, 
Chicago, Illinois, has taken over the active 
direction of the company’s subsidiaries, the 
American-Marietta Company of Califor- 
nia and the India Paint and Lacquer Com- 
pany, both of Los Angeles, California. He 
will carry the title of president of both of 
the California companies and retain his 
title of vice president of American-Mari- 
etta Company in Chicago. His headquar- 
ters will be in Los Angeles. 

EpWarD F. MARCH (#3574-1946), who 
resigned as vice president-controller of 
Columbia Mills, Inc., Syracuse, N.Y., is 
now treasurer of American-Marietta Com- 
pany, Chicago 


HowarpD W. OHLSEN (#3451-1945) is 
now assistant to the president of Baker & 
Company, Newark, N.]. 


LEONARD QO. ZICK (#4729-1949) is 
now president of C. M. Hall Lamp Com- 
pany, Detroit, Michigan. Mr. Zick, who 
was formerly director, sec retary-treasurer, 
and controller, succeeded Roy W. JOHN- 
SON who resigned. 


O. P. Gokay (#4022-1947), formerly 
comptroller of the Cleveland Graphite 
Bronze Company, is now treasurer of the 
company. 


JosePpH MCCANN (#4968-1950), for- 
merly assistant treasurer of Coca-Cola 
Bottling, Inc., Chicago, is now associated 
with Sundstrand Machine Tool Co., Rock- 
ford, Illinois, as assistant to the treasurer. 


J. Epwarp Davey (#4823-1950) is 
now president of Accelerated Transport- 
Pony Express, Inc., Hagerstown, Mary- 
land. Mr. Davey was formerly associated 
with Associated Transport, Inc., New 
York, as controller and secretary. 


THE CONTROLLER 


Le Burton D. WEBSTER (#4879- 
1950) recently resigned from the M.K.M. 
Knitting Mills, Inc., Manchester, N. H., 
where he was general controller, to join 
the Boston Woven Hose and Rubber Co., 
Boston, Mass., as assistant comptroller. 


L. T. Woip (#3981-1947) has been 
elected vice president of Dresser Equip- 
ment Co., and general manager of the com- 
pany’s Kobe, Inc., Division, Huntington 
Park, California. Mr. Wold joined Kobe 
as controller in 1946 and for the past year 
has been assistant general manager of the 
organization. 


Sa eae Se 
SHELL, JR. 
(#1739-1940), 
comptroller of 
the Port of New 
York Authority, 
has been pro- 
moted to the 
newly created po- 
sition of Direc- 
tor of Finance. 
Succeeding Mr. 
Kushell as comp- 
troller is Kart G. CLEMENT (#1894- 
1941), who previously held the position 
of —, comptroller. Mr. Kushell, who 
served as Program Chairman for the 1951 
Annual Meeting of Controllers Institute, 
is president of the New York City Con- 
trol of the Insti- 
tute. He ad- 
dressed the Fi- 
nance Confer- 
ence of the 
American Man- 
agement Associa- 
tion on Novem- 
ber 29. His sub- 
ject was ‘Build- 
ing a Competent 
Financial Organ- 
ization.” 


rt Authority 


MR. KUSHELL 


MR. CLEMENT 
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HENRY C. EGERTON (#4713-1949), 
formerly treasurer, U.S. Rubber Reclaim- 
ing Co., Inc., Buffalo, N. Y., has joined 
the Wyandotte Chemicals Corporation, 
Wyandotte, Mich. 


Este, W. KELLEY (#4030-1947) is 
now affiliated with Macy’s Kansas City as 
controller. Mr. Kelley was formerly sales 
controller of Standard Brands, Inc., New 
York. 


Ropert F, BENDER (#3685-1946) has 
been named vice president and treasurer 
of Minute Maid Corporation, New York. 
Mr. Bender was formerly controller of 
Bigelow Sanford Carpet Co., Inc., New 
York. 


JaMEs H. SCHULER (#1340-1938), for- 
merly vice president of Crown Drug Co., 
Kansas City, Mo., is now president of Ad- 
Art Printing Company of the same city. 
Mr. Schuler served as president of the 
Kansas City Control of Controllers Insti- 
tute, 1941-1942. 


PAUL C. BURANDT (#3352-1945) is ex- 
ecutive vice president of U.S. Chemical & 
Supply Company, Kansas City, Mo. Mr. 
Burandt was formerly connected with 
Western Popcorn Company, Atlantic, 
Iowa. 


WILLIAM P. Carr (#4903-1950) is now 
assistant to the president of Building Prod- 
ucts Limited, Montreal, Canada. He was 
formerly director of Finance for the Na- 
tional Breweries Limited of the same city. 


JOHN G. YOUNG (#1007-1937) is now 
controller of Keddy Mfg. Co., Middleton, 
Mass. He was formerly affiliated with Wal- 
ton Lunch Company, Boston, Mass. 


T. G. HAWKINS (#2482-1943) has 
joined the Garrett Corporation, Los An- 
geles, as executive assistant to the vice 
president in charge of finance. 


JoHN W. HusBBarD (#4388-1948), 
former assistant treasurer of Great Ameri- 
can Industries, Inc., Meriden, Connecti- 
cut, is now assistant to the comptroller of 
American Car & Foundry Company, New 
York. 

LAURENCE C. Dewey, formerly con- 
troller of the Silex Company, Hartford, 
Conn., has been appointed controller for 
Great American Industries, Inc. 


FRANK E. MARTIN (#4893-1950) has 
been elected vice president and comp- 
troller of the Illinois Central Railroad, 
Chicago. Mr. Martin was formerly comp- 
troller. 


RussELL T. Mowry (#2998-1944), 
controller, Lake Washington Shipyards, 
Seattle, Washington, transferred to Pacific 
Dredging Co., Okinawa Engineer District, 
when the Lake Washington Shipyards 


ceased business. 











CLARENCE H. LICHTFELDT (#1661- 
1940), comptroller of the First Wiscon- 
sin National Bank, Milwaukee, and 
CHARLES C. LOONEY (#2094-1941), 
comptroller of the Harris Trust and Sav 
ings Bank, Chicago, were two of the six 
recipients of the John A. Allen Memorial 
Research Award for original research in 
banking, it was announced recently by the 
Honeywell Foundation, which serves as 
trustee. 

The award, including a cash grant and 
a key symbolizing the honor, has been es- 
tablished by BURTON P. ALLEN, president 
of the First National Bank of Milaca, 
Minnesota, as a memorial to his father, a 
pioneer Minnesota banker. 

The Honeywell Foundation, as trustee 
of a fund set up by Mr. Allen, grants the 
award upon recommendations by the Na- 
tional Association of Bank Auditors and 
Comptrollers, and also determines the 
amount. The awards were presented as a 
feature of the annual convention of the 
NABAC in New Orleans on October 24. 
Mr. Allen, who presented the awards, is 
the immediate past president of the NA- 
BAC. 

Other recipients of the awards included 
GrorcE L. McCarty, president of Rec- 
ordak Corp., New York; O. B. LovELL, 
comptroller of the First National Bank, 
Madison, Wisconsin; ALVIN J. VOGEL, 
vice president of the Central National 
Bank, Chicago, and GeorGe W. WEGER, 
assistant auditor of the First Wisconsin 
National Bank, Milwaukee. 

The five midwestern banking officials 
were honored as a group for research into 
the technical field of cost accounting for 
banks, and the preparation of a book, 
“Bank Costs,” which recently was released 


by the NABAC. 


PETER Guy Evans (# 2260-1942), for- 
merly a member of the Excess Profits Tax 
Council, Washington, D. C., addressed 
the members of the Michigan Federal Tax 
Lecture Series on November 9 in Detroit, 
Michigan. He discussed ‘Qualification un- 
der the Relief Sections of the Excess Prof- 
its Tax Law.” 

On November 15, Mr. Evans addressed 
the New Jersey Society of Certified Public 
Accountants at Asbury Park, New Jersey 
on “The Highlights of the Revenue Act 
of 1951.” 

On November 30, he was a panel mem- 
ber in the Finance Conference held by the 
American Management Association at the 
Waldorf-Astoria Hotel, New York. The 
panel discussed the problems and ques- 
tions pertaining to “Company Objectives 
and the Revenue Act of 1951.” 

Mr. Evans addressed the Bridgeport 
Control of Controllers Institute of Amer- 
ica at Stamford, Connecticut, on December 
5 and discussed ‘The Important Provi- 
sions of the Revenue Act of 1951.”’ 


CLARENCE A. 
BICKEL (#2740- 
1943), 
president and 
treasurer of Rob- 
ert W. Baird & 
Co., Inc., has 
been nominated 
to the post of 
chairman of the 
National Asso- 
ciation of Securi- 
ties Dealers, Inc. 
Elections will take place January 15. Mr. 
Bickel served as president of the Mil- 
waukee Control of Controllers Institute 
for the 1950-51 term. 


vice- 





MR. BICKEL 


Wwe. HERBERT CarRR (#299-1934) has 
been elected treasurer of the Stanford As- 
sociates and reappointed chairman of the 
Vocational Guidance and Placement Com- 
mittee of the Stanford Business School 
Alumni Association. Mr. Carr, vice presi- 
dent and treasurer of California Packing 
Corporation, San Francisco, is a National 
Director at Large of Controllers Institute 
with which he has previously held the post 
of president and chairman of the National 
Board of Directors. 


Harry G. GILBERT (#5279-1951), pre- 
viously associated with Montgomery Ward 


& Co., who joined Frank G. Shattuck Co., 
New York, in March 1951, has been 
elected comptroller of the company. 


J. Eowtn HANSON (#4053-1947), for- 
merly treasurer, the A.O, Sutton Corp., 
Wichita, Kansas, is now manager of the 
Milwaukee, Wisconsin, office of Arthur 
Young & Company. 


FRANCIS L. DaBNEY (#1929-1941), 
formerly secretary and treasurer of Lan- 
ders, Frary & 
Clark, New Brit- 
ain, Connecti- 
cut, has assumed 
the duties of the 
newly created 
post of financial 
vice president of 
the Fairmont 
Foods Company, 
Omaha, Ne- 
braska. Before 
joining the Lan- 
ders, Frary & 
Clark organization in 1938, Mr. Dabney 
was associated with the A & P Tea Com- 
pany. Mr. Dabney holds degrees in busi- 
ness administration and mechanical engi- 
neering from Harvard University. 





MR. DABNEY 


RICHMOND VIRGINIA CONTROL RECEIVES CHARTER 





On October 16, Allen Lester Fowler, vice president of Region 3 of Control- 
lers Institute, officially presented to President Irving D. Dawes, the charter 
for the new Richmond Control. Richmond thus became the 47th Control. 


The dinner meeting was attended by 
18 members of the newly formed Con- 
trol and by President William R. Little 
and four members from the District of 
Columbia Control. Arthur H. Wiede- 
man, Committees Secretary, represent- 
ing the National Office, outlined the 
functions and interests of the various 
National Committees for the recently 
elected members who had no previous 


Fite CEUNIRGREEN Soe ee cc ce 


knowledge of the Institute and its scope 
in various national activities. 

The total membership of 30 sets this 
Control off to a good start with three 
times the necessary 10 members required 
when a group applies for a new Con- 
trol charter 

President Dawes stands to the right un- 
der the banner at the head of the table and 
Mr. Fowler to the left. Mr. Wiedeman is 
third from the left on the row standing. 
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RussELL HoBert (#2521-1943) was 
recently elected president and treasurer of 
ma ] . limely Vase the Instru-lec 

Corporation, 
Mount Vernon, 
N. Y. Mr. Ho- 


~ bert was for- 
FOR 23e DOLLARS! merly associated 
with the Admi- 
ral Corporation 
e Companies subject to 77% excess profits tax are ad- New York Dis- 
vised by tax experts to allocate cheap dollars to non- ae oe 
recurring projects such as surveys of important items York, as control- 
ler and opera- MR. HOBERT 
tions manager, 
and also with Bach Corporation, New 
York, as treasurer and assistant secretary. 


of overhead. 


We suggest as such a project the Survey and Audit : 

£ C < 3 Pp Chiiniellt cx. _ Epmunp F. Franz has been named as- 
of your Company s insurance Program. i his will as sistant comptroller of the Addressograph- 
sure your Directors that adequate insurance is being Multigraph Corporation, better yr Ohio. 
nares Mr. Franz has been a member of the Ohio 
casried and st proper cost. bar since 1938 and has been with the Ad- 
dressograph-Multigraph since 1934, serv- 
ing as tax accountant, tax auditor, and 
accounting and financial division office 
manager prior to his present appointment. 





HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service Obituary 
111 FULTON STREET, NEW YORK 38 








Floyd C. Barton, formerly comptrol- 
ler of Hazel-Atlas Glass Company, 
Wheeling, West Virginia, died on No- 


THE CHART YOU CAN CHANGE " vember 7, 1951 at the age of 58. Prior to 
"9 = his death, Mr. Barton had resigned his 

° * vs sosition with Hazel-Atlas and had ac- 

Without Costly Re-Drafting! e Sola a position with the Office of Price 

Die-Cut Plastic letters are used for Com- ; . Stabilization. Mr. Barton held member- 

pany name headings. Each letter has ‘ ship #1015-1937 in Controllers Institute 

flanges which fit securely into the grooves » and was a member of the National As- 


of the felt background, which is available 3 f © ae f ‘ : . 
in Maroon, Dark Green, Black or White. ¢ sociation of Cost Accountants. 











Ciiainiaktwiedia cubis aoe. Joseph F. Donahoe, 60, executive vice 
in’ many sizes) bold: typewritten or hand- president and general manager of the 
lettered cards. Movable Plastic strips form Carnegie Dock & Fuel Company, Min- 
the rules. Any card may be changed or en- neapolis, died on September 27, 1951 at 
tire sections re-arranged quickly and easily. St. Mary’s Hospital after a short illness. 
The Mr. Donahoe served as secretary and 

treasurer of the Carnegie Coal Corpora- 

EV & R LASTI * G tion of Pittsburgh, Pa., before being 
named secretary and treasurer of the 

Interchangealle Minneapolis company in 1939. Mr. 
Donahoe, who was a member of the 


Oo R G A ft IZ ATi 0] wt Pennsylvania bar, held membership cer- 
Cc ee A RT tificate #586-1935 in the Institute. 


Charles J. Schutz, formerly comptrol- 


® Sizes to Fit Any Organization Structure 
A PARTIAL LIST OF ® Sharp Prints Are Made Directly from the Chart ler and assistant treasurer of Gaylord 


PROMINENT USERS © A Typewriter and Ordinary Paper Are All You Need Products, Inc., Chicago, Illinois, died on 
United States Army ® Relieves Busy Draftsmen of This Costly Work October 31, 1951 at the age of 54. 
United States Navy ® Invaluable as a Visual Training Aid At the time of his death, Mr. Schutz 
International Harvester Co. was engaged in his own consulting busi- 
General Motors Corporation Send for 4-page folder illustrating typical organization ness established last January. Prior to 
New York Life Insurance Co. structures and list of other prominent users. Write Dept. joining Gaylord he served as comptrol- 
Detroit Edison Co. 1735 today ! Or phone MIchigan 2-6334. ler for Chain Store Products Corpora- 
MANAGEMENT CONTROL CHARTS CO 1735 N. Wells st. tion and Sally Chain Stores, Inc., both in 

* Chicago14,1, Chicago. He held Institute membership 


#3150-1944. 
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Business Cycles Still a Mystery 


Publication of the proceedings of a re- 
cent Conference on Business Cycles offers 
the public an opportunity to eavesdrop on 
what 30 of the world’s leading economic 
experts had to say when they discussed this 
important subject among themselves. The 
proceedings are published in “Conference 
on Business Cycles,” a book issued by the 
National Bureau of Economic Research. 

While no attempt was made to reach a 
consensus, the following points are among 
those which emerged. 

No rigorous mathematical attempt to 
describe the ups and downs of business 
and employment has yet made possible 
reasonably accurate prediction. Neverthe- 
less many thought that further experiment 
with mathematical models would enlarge 
knowledge of the cycle. 

C. Ashley Wright, economist of Stand- 
ard Oil Company (New Jersey) described 
a method by which he believed future 
turning points of general activity may be 
forecast well enough to be useful for busi- 
ness policy. This method is in part similar 
to the analysis of the order in turning 
points of specific series developed by the 
National Bureau of Economic Research. 

The late Joseph A. Schumpeter of Har- 
vard University emphasized the value of 
historical studies in identifying the circum- 
stances which have made some booms and 
depressions more serious than others. Such 
a study, in a preliminary summary of a 
larger work on business cycles in the inter- 
war period by R. A. Gordon, of the Uni- 


versity of California, centered attention on 
the never fully understood nature and 
causes of the investment boom of the 
1920's. 

Thor Hultgren, of the staff of the Na- 
tional Bureau of Economic Research, 
showed that the fortunes of industrial 
corporations have differed widely under 
the influence of business cycles, at every 
stage of the cycle some corporations having 
rising and some falling profits. Even be- 
fore the end of a depression some com- 
panies are beginning to do better, while 
the percentage of companies with rising 
eer begins to fall before the peak of a 

oom is reached. 

Moses Abramovitz of Stanford Uni- 
versity presented a digest of his study of 
the behavior of manufacturing inventories 
during business cycles, since published in 
book form by the National Bureau of Eco- 
nomic Research. Lawrence R. Klein’s an- 
alysis of railroad investment indicated that 
it is closely dependent on the railroads’ in- 
come. 

A number of speakers agreed that al- 
though policymakers in planned economies 
make mistakes, they are in a position to 
dampen cyclical fluctuations. It was sug- 
gested, however, that planned economies 
tend to generate inflation. Some ex- 
pressed hope for modest achievements in 
stabilizing a mixed economy like that of 
the United States, though all felt that 
more knowledge of the issues involved is 
required than is now available. 
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SITUATIONS WANTED 











ACCOUNTANT-TAX EXECUTIVE 


| 20 years’ experience, in complete charge of 

Tax and Accounting Departments of large 
| chain Organization, Operating in many states; 
also as supervising senior accountant for certi- 
fied public accountants; wide experience tax- 
federal, excess profits and relief pro- 
visions, also many states covering personal 
property, tax situs, allocation formulae; pay 
roll taxes, merit rating; government contacts; 
membership tax associations, Reply TAX EX- 
ECUTIVE, 1097 East 42nd St., Brooklyn 10, 
New York. 


ation 


EXECUTIVE ACCOUNTANT 


Executive assistant in financial division of 
large manufacturing company desires position 
as controller or treasurer of a small company 
or, in a larger company, as a department head 
or assistant to controller, 15 years experience 
with two companies, serving in both line and 
staff positions. Have specialized in general 
accounting, budgets, insurance, pensions and 
credits. Also some experience in government 

| contract administration and bank financing. 

| Age 39, married with two children. Presently 
located in Midwest but will relocate. Salary 
open. Box 1079, 


CONTROLLER-ADMINISTRATIVE 
MANAGE 


| Controller (CPA), 8 years public and 14 years 

industrial experience including costs, budget- 
ary control, methods, organization planning; 
| heavy on administration. Would like West 
Coast or Midwest assignment as controller, 
administrative manager, or handling admin- 
istrative work of major executive. Detailed 
resume available. Box 1080. 


CONTROLLER-TREASURER 


Currently controller and chief financial execu- 
tive of metal-working manufacturing com- 
pany. Experience includes supervisor for na- 
tional public accounting firm and nine years 
in present capacity as fully responsible for all 
accounting, cost, finances, taxes, budgets, in- 
centives, personnel, insurance and credits. 
University graduate, under 40, married, free 
to relocate. Minimum salary $14,000.00. Box 
1081. 





NOTE: Tus Conrrouter reserves the a to ac- 

cept, reject or censor classified copy no re- 
sponsibility for the people contacted through “es col- 
umn nor does it guarantee any item bougi 
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f articles and other materials which have been presented in the columns of THE CONTROLLER in the twelve issues published 
ented with the thought that it will factlitate reference and make the material quickly available for study. 


Owing index 


during 1951 1s pre 


Accountants 
Educating for controllership, Devine, Aug 
352 
Education for, Jan. 39 
Half century of growth record, Apr. 189 
Professional recognition for company, Smith 
(letter), Apr. 148 
Accounting 
Air Force, progress reported, Feb. 95 
Employe meals, for, Rothman, Sept. 412 
For government contracts (editorial), Apr 
152 
Getting out of its strait jacket, Lindseth, Sept 
105 
Hall of Fame names Dickinson, 
June 281 
Instructors conference at M.1.T 
June 280 
Labor union procedures analyzed in research 
study, Mar. 126 
Manpower 
Developing tomorrow's, Schmidt Jan. 20 
Tomorrow's, B.W.J., and Eyerly (letter), 
May 196 
Method for reports, new, Oct. 481 
New England conference studies teaching 
problems, Aug. 366 
Problems in an emergency economy, June 288 
Research, organization, Davis, Nov. 508 
Rutgers Conterence, 2nd, Oct. 494 
Statements on business combinations, Mar 
ae 
Yardstick, Sept. 416 
American Institute of Accountants, 64th an- 
nual meeting, Dec. 572 
Antitrust laws, what they are doing to business, 
Toulmin, June 251 
Arbitration experience, Barr (letter), Mar. 102 
Awards 
American Institute of Management, Jan. 41 
Controllership Foundation receives Award of 
Merit, Oct. 445 
“Office of the Year,’ Nov. 529 


Hatheld, 


scheduled, 


Banks and banking 
Auditors, controllers duties, responsibilities 
studied, June 279 
Looks to’ the controller, Hagemann, Apr. 1 
Beating the paper blitz, Graham, Apr. 164 
Bennett, Wallace F., addresses Pacific Coast con- 
ference, July 314 
Blough, Carman G., to address Controllers An- 
nual Meeting, Aug. 349 
Bombs do not respect vital business records, 
Leahy and Shiff, Mar. 109 
Bond vs. stock financing, tax effect of, Seidman, 
May 203 
Bonds, U. S., pay overtime in? Feb. 82 
Book reviews 
Accountant's rapid tax finder, Johnson, Mar 
131 
Accounting systems: procedures and methods, 
Gillespie, Nov. 535 
Accounting vs. waste, Changing Times, Mar. 
131 
Advance accounting, vol. 1, 
Garner, Nov. 535 
Advanced accounting, vol. 2, Newlove and 
Garner, Feb. 81 
AMA handbook of wage and salary adminis- 
tration, Dooher and Marquis, eds., Feb. 80 
American monetary policy, Goldenweiser, 
Nov. 532 
Appraising managerial assets—policies, prac- 
tices and organization, AMA, Feb. 81 


Newlove and 


SUBJECT AND TITLE INDEX 


Automotive transportation in industry, Lee, 
ug. 373 
Budgetary control, Rautenstrauch and Villers 
(Dubach), May 224 
Business confidence and business activity, 
Hayes, Nov. 535 
Capital yield reports, Oliver (Bruder), Feb 
78 
Case experiences in office cost reduction, 
AMA, Mar. 131 
Cases and problems in audits and examina- 
tions, Oehler, Feb. 81 
Changing concepts and trends in pension 
planning, AMA, June 275 
Chemical engineering cost estimation, Aries 
and Newton, July 327 
Complete secretary's handbook, Doris and 
Miller (Evers), May 226 
Controlling indirect labor and maintenance 
cost, AMA, Feb. 81 
Coordination between engineering, produc- 
tion and sales, AMA, Jan. 33 
Corporation income tax, Goode, Oct. 480 
Cost of living adjustments in collective bar- 
gaining, Bureau of Labor Statistics, Mat 
130 
Cost reduction in materials handling and ship- 
ping, AMA, Jan. 33 
Credit manual of commercial laws—1951, 
Jan. 33 
Crime loss control (Wamser), Sept. 422 
Critical factors in management planning, 
AMA, July 327 
Deterioration in the quality of foreign bonds 
issued in the U. S.—1920-1950, Mintz, 
Aug. 374 
Direct placement of corporate securities, 
Corey (Batchler), July 324 
Dynamic economy, Moulton, Oct. 480 
Economic effects of Section 102, Tax Inst., 
Nov. 535 
Economics of investments, Kamm, Nov. 534 
Employe benefit plans in operation, Strong, 
July 327 
Employe feeding, Stokes, Sept. 423 
Essentials of cost accounting, 2nd ed., Blocker, 
Feb. 81 
Executive action, Learned, Ulrich, and Booz 
(Harrod), June 274; Book Digest (New- 
bury), Nov. 518 (facing) 
Executive pay plans, Business Reports, Inc., 
Oct. 478 
Explanation of the 
ar. 131 
Film guide for improving office practices, 
Film Research Associates, Mar. 131 
Financing defense, Hart and Brown, Nov. 533 
Five per cent, Ruml and Geiger, Oct. 466 
Fundamentals of accounting, Wade, June 275 
Getting full value from office ‘space, equip- 
ment and procedures, AMA, Feb. 81 
Graphic profit analysis and ‘a break even 
point, Pillsbury, May 227 
Guidebook to labor relations law, Commerce 
Clearing House, Feb 
Handbook for business forecasting, Barnes 
(Miller), Jan. 32 
Handbook of personnel forms and _ records, 
AMA, Mar. 130 
Handbook of tax accounting methods, Lasser, 
ed., Sept. 423 
Hook in Leviathan, Nash and Lynde (Mitch- 
ell), Sept. 420 
How to get the job you want, Terzian, May 
227 


1950 Social Security Act, 


How to read the financial news, Stabler, Dec. 


584 


How to use your trade association, Mitchell, 
Nov. 535 

Improving management communication, 
AMA, Feb 

Improving the efficiency of packaging produc- 
tion, AMA, Jan. 33 

Income tax handbook, 1951 ed., Pusinelli, 
Mar. 131 

Index numbers, Mudgett, Nov. 535 

Individual initiative in business, Allen, ed. 
(Harrod), June 275 

Industrial application “4 medicine and psy- 
chiatry, AMA, Feb. 

Introduction to ‘ari control, standard 
costing ages control and production 
control, Feb. 7 

Job of the pre president, AMA, Feb. 81 

Making Western Europe defensible, Geiger 
and Cleveland, Dec. 584 

Management accounting (Haase), Apr. 180 

Management action to reduce the cost of sell- 
ing, AMA, Feb. 81 

Management's role in economic and techno- 
logical development, AMA, Feb. 81 

Managerial economics, Dean (book digest), 
June 264 (facing) 

Manpower resources and utilization, Jaffe 
and Stewart, Dec. 584 

Manpower resources for the emergency, AMA, 
July 327 

Monthly financial statements, Staples, Feb. 81 

My job contest, Evans and Laseau, June 275 

Nature and tax treatment of capital gains and 
losses, Seltzer, Goldsmith, and Kendrick 
(Landman), Dec. 582 

New York laws affecting business corpora- 
tions, U. S. Corporation Co., Oct. 480 

Office methods, systems, and procedures, 
Herrmann, Feb. 81 

Operating results of department and specialty 
stores in 1949, Foster, Mar. 131 

Operating results of limited price variety 
chains in 1950, Love, Nov. 535 

Patent practice and management for inventors 
and executives, Calvert, Mar. 131 

Pensions and fact-finding in labor relations, 
AMA, Feb. 81 

Personnel problems 
AMA, May 227 

— of information to management, 
Fe! 

Price control, Business Reports, Inc., Oct. 481 

Principles of a intermediate, 4th 
ed., Finney, Nov. 535 

Problems in credits and collections, Shultz, 
May 227 

Profitable management of materials, Horn, 
Jan 

Profit sharing manual (revised 1951 ed.), 
Dec. 584 

Property risks and coverages under mobiliza- 
tion, AMA, May 227 

Public utility accounting, Foster and Rodey 
(Scaff), Aug. 372 

Rating laws and procedures: The buyer's in- 
terest, AMA, Aug. 374 


Reconstruction of economics, Boulding, May 
227 


under mobilization, 


Sales and business forecasting in chemical 
process industries, Aries and Copulsky, 
Aug. 374 

Scientific appraisal of management, Martin- 
dell (Fenner), Apr. 1 





Specialized accounting systems, Baily, Oct. 


480 
Stock market, the, Leffler, Nov. 534 
Streamlining business procedures, Neuschel 
(van Pelt), Mar. 128 
Successful practice of 
June 275 
Suffolk's guide to the mails, Pepperburg, Mar. 
131 
Tax planning—excess 
Casey, Apr. 178 
Time out for mental digestion, Rawls, Oct 
478 
Transportation industries, 1889-1946, Barger, 
Aug. 374 
U.S.A. the permanent revolution, Davenport, 
Dec. 584 
Unionism, wage trends, and income distribu- 
tion, 1914-1947, Levinson, Dec. 584 
Urban mortgage lending by life insurance 
companies, Saulnier, May 227 
Wage policy and problems in a preparedness 
economy, AMA, May 227 
When does title pass? Bugan, July 327 
White collar, Mills, Nov. 535 
Your social security benefit 
IRI, May 227 
Break-even charts, application to cash situations, 
Eiteman, June 254 
Break-points of tax advantages: partnership vs. 
corporation, July 329 
Budgeting, use of work measurement in, Dolan, 
July 303 
Building boom, Apr. 191 
Business: 
Antitrust laws are doing what to, Toulmin, 
June 251 
Arbitrary attacks on bigness held unwise, un- 
necessary, June 288 
Cycles: 
Still a mystery, Dec. 591 
What happens during? Aug. 370 
Ethics in American, Taft, Sept. 402 
Expansion plans in 1951 may not mature, 
Feb. 82 
Experts, why not employ? Heimann, Oct. 448 
Near-term outlook, Jan. 40 
Of your own? (editorial), July 296 
Prospects in 4th quarter viewed “favorable,” 
Oct. 492 
Trends, a “backcast’’ of 1950's, Elmendorf, 
Feb. 74 


Bacas, 


accountancy, 


profits, Lasser and 


1950-51 ed., 


C.1L.C.T.—college-industry cooperative training, 
June 266 
Czechoslovakian 
(letter), Apr. 148 
Capital; corporate working, position at record 
levels, Feb. 85 
Carr, Wm. Herbert: 
Honored by West Coast Control, Jan. 44 
Tribute to, Oct. (supp.) 
Cash situations, break-even charts application of, 
Eiteman, June 254 
“Comics” aid study, Feb. 96 
Communication, economic, need for, 
Nov. 505 
Communism: 
Feeds upon what meat? Nov. 544 
Frauds of, Webster, June 257 
Karl Marx's, vs. Adam Smith's free trade, 
Hadley, Apr. 157 
Consultants, business, their uses and limitations, 
Contracts: 
Government: 
Accounting for (editorial), Apr. 152 
Getting set organizationally for, Gesick, 
Feb. 62 
Look before you sign, Oct. 468 
Long-term labor, ‘decided shift’ to, Apr. 191 
Control : 
Executive inventory, Worthy, Aug. 359 
Faulty quality, costly, Jan. 47 
Internal: 
Is cost control, Stiller, Oct. 446 
Practical aspects, Oct. 482 
No answer to inflation, Jan. 46 
Pay roll, planning compliance with, Fisher, 
Feb. 67 


“economic,” P.C 


Burns, 


Price-wage: 
Hit, Oct. 469 
Manufacturers oppose, Feb. 84 
Questionnaire, Redman, Mar. 118 
Workmen's compensation, Harrell, Aug. 364 
Controllers 

Banking looks to, Hagemann, Apr. 170 

Do your employes know about? (editorial) 
July 296 

Half century's growth record, Apr. 189 

Newspaper, to issue uniform chart of ac 
counts, Aug. 368 

Organization of research 
Marks, Oct. 443 

Pacific Coast will meet in Portland, Apr. 186 

Part in executive incentive compensation, Pat- 
ton, Oct. 455 

Personal notes, Jan. 42, Feb. 86, Mar. 134, 
Apr. 184, May 234, June 282, July 330, 
Aug. 378, Sept. 426, Oct. 484, Nov. 538, 
Dec. 588 

Reserve commissions open, Mar. 144 

Responsibility—now, Boni, July 315 

Role in defense contracts, T.M.C. (letter), 
May 196 

Role in mobilization economy, Ross, July 299 

Role in national military establishment, Nov 
516 

Sales manager and, no need for incompati- 
bility, Bradshaw, Jan. 28 

Controllers Institute of America 

Annual meeting, 20th, Nov. 521 
Business show exhibits, Sept. 430 
Industry conference chairmen, June 278 
Planning, May 238 
Speakers announced, Sept. 401 

Carr, Wm. Herbert, tribute to, Oct. (supp.) 

Eastern Controllers Conference, speakers an- 
nounced, Apr. 182 

Meyer, Charles Z., 
(supp. ) 

Midwestern Controllers Conference, Milwau- 
kee Control plans for, Apr. 183 

Officers and directors, Oct. (supp.) 

Pacific Coast Controllers Conference: 
Bennett, W. F., addresses, July 314 
Speakers announced, May 231 

Ross, Vincent C., named Chairman of Board, 
Oct. (supp.) 

Southern Regional Conference, 1951: 
Committee meets, Jan. 47 
New Orleans Control will be host to, Feb 

90 
Technical program planned, Mar. 132 
Well attended, May 238 

Virginia group shaping up local Control, 

July 333; Aug. 380 
Controllership 

Educating the administrative accountants, De- 
vine, Aug. 352 

Hazards, Eastcott; Suhren (letter), Oct. 436 

Controllership Foundation 

Award of merit to, Oct. 445 

Book digests: 

Executive action, Lea: ied, Ulrich and Booz 
(Newbury), Nov. 518 (facing) 

Managerial economics, Dean, June 264 
(facing) 

Research body appointed to aid, Jan. 23 

Surveys and studies: 

Business consultants: Their uses and lim- 
itations, Jan. 23 
Defense mobilization—what management 
is doing, Apr. 163 
Management planning for corporate taxes, 
Hunt, Oct. 450 
Controls 

Albany, N. Y., chartered, Apr. 186 

Baltimore, plans for Eastern Conference, Mar 
140 

Canadian, follow U. S. pattern, June 271 

Cincinnati: 

Fifteenth birthday, June 276 
Siddall, K. Y., honored by, Mar. 140 

Houston, tenth anniversary, Sept. 427 

Milwaukee 
Host at Midwest conference, July 321 
Plans for Midwestern Controllers Confer- 

ence, Apr. 183 


activities under 


elected president, Oct. 


New Orleans, host to Southern Conference, 
Feb. 90 
Presidents of local, 1951-52, Aug 
409 
Puerto Rico 
Chartered 
Inaugurated 
Richmond 
Dawes, Irving D., 
San Francisco 
Chartered, Dec. 589 
Carr, Wm. H., honored by, Jan. 44 
East greets West at meeting, Aug. 379 
orporations 
Earnings decline forecast for 1951, Apr. 189 
Fear of bigness not widespread, Feb. 91 
Insurance check list, Marean, Aug. 356 
Planning, fourth dimension in (editorial), 
May 200 
Working capital position at 
Feb. 85 
Correspondence, see Letters 
Cost control, internal control is, Stiller, Oct. 446 
Cost index, taxes should not be part of, July 329 
Costs 
Maintenance, Bartlett, May 213 
Plant replacement, Oct. 488 
Top management, vary inversely with sales 
totals, Mar. 144 


Dean, Arthur Hobson, to address Controllers 
Annual Meeting, Aug. 349 
Decentralization, Todd Company plans, July 
333 
Defense 
Mobilization, what management is doing, 
study, Controllership Foundation, Apr. 163 
Order production, pointers on scheduling, 
Apr. 188 
Regulations and forms, catalogue, Nov. 515 
Deflation 
Ahead? Dec. 575 
First half of '51, Feb. 75 
Depreciation, policy change 
May 220 
Dickinson, A. Lowes, named to Accounting Hall 
of Fame, June 281 
Dividends, high cost of, Turner (letter), Dec. 
548 


463, Sept. 


Mar. 140 
May 228 


heads, Oct. 494 


record levels, 


asked, Walker, 


Earnings, corporate, decline forecast for 1951, 
Apr. 189 
Economic 
Mobilization, sound organizational plans ad- 
vocated for, Mar. 137 
South's role in emergency, July 322 


Trends, a “‘backcast’’ of 1950's, Elmendorf, 
Feb. 74 
Economic Cooperation Administration, Euro- 
pean executives visit American firms, Apr. 161 
Economic Stabilization Agency, price stabiliza- 
tion under, Aug. 384 
Editorial comment 
Accounting for government contracts, Apr. 
152 
Alice Through the Looking Glass again, 
Jan. 8 
Arithmetic of socialism, Apr. 152 
Arithmetic from socialism, more, Aug. 344 
Bad news, how can we sell? Sept. 392 
Bankers glass eye softens, Nov. 500 
Barefoot boy to big business, Mar. 104 
Blood pressure is a range not a point, June 
248 
Business of your own? July 296 
Businessman to be proud of, May 200 
Charities exempt from good accounting? Oct. 
140 
Comments from government and business ob- 
servers, Aug. 344 
Comptroller to the Princess, Dec. 552 
Controller, the, do your employes 
about? July 296 
Corporate public relations, task of, Feb. 56 
Corporate reports, planning season, Nov. 500 
Cutting burden of reporting to government, 
Mar. 104 
Economists, viewpoints from leading, Oct. 
440 
Educating the professors, Mar. 104 


know 
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Financial analysis, example of, Sept. 392 
Fourth dimension in corporate planning, May 
200 
Government agencies, how staff? Dec. 552 
Government does it the hard way, Aug. 344 
How much should one learn the hard way? 
June 248 
Insurance surveys, Oct. 440 
Lawyer's view of EPT, Dec. 552 
Life here is better, thank you, Dec. 552 
Misunderstanding, human ingenuity for, July 
296 
New Year, the, Jan. 8 
Politician, want your son to be a? Apr. 152 
Renegotiation, shades of, July 296 
Small stockholder, is he worth his cost? Sept. 
392 
Tomorrow's talent is important, Jan. 8 
Tyranny, we've forgotten what it’s like, Apr. 
“152 
Union financial statements, why not study? 
Feb. 56 
Weak foundation for wage stabilization, Feb. 
56 
Where do you get your facts? June 248 
Wisdom, Feb. 56 
Educating administrative accountants for con- 
trollership, Devine, Aug. 352 
Efficiency, penalty for, Foote, Nov. 503 
Employe benefit plans, separation from civilian 
job poses problems on status, Mar. 141 
Employers, paid benefit payments, May 230 
Employes 
Meals, accounting for, Rothman, Sept. 412 
Shares sold to, Feb. 83 
Testing promotable, Worthy, July 310 
Ethics in American business, Taft, Sept. 402 
Evaluation of inflation in business decisions, 
Michener, Jan. 11 
Executive development 
Is major personnel problem, May 239 
Planned, Worthy, June 261 
Executives 
Evaluations help hold high-level personnel, 
Fisher, July 307 
Incentive compensation, controllers part in, 
Patton, Oct. 455 
Inventory control, Worthy, Aug. 359 
Training urged for posts, July 336 


Federal Reserve banks, retirement fund invest- 
ments broadened, Feb. 83 

Federal Trade Commission, sales, profits data 
expanded, Dec. 591 

Finance research, organization, Davis, Nov. 508 

Financial analysis, example of (editorial), Sept. 
392 

Financing, bond vs. stock, tax effect of, Seidman, 
May 203 

Free trade, Adam Smith's, vs. Karl Marx’s com- 
munism, Hadley, Apr. 157 

Frese, Walter F., heads FGAA, Sept. 419 


Government 

Agencies, how staff? (editorial), Dec. $52 

Control of standards opposed, Apr. 183 

Does it the hard way (editorial), Aug. 344 

Good provider, Apr. 187 

Reporting to, cutting the burden of (edito- 
rial), Mar. 104 

Single agency urged for foreign procurement, 
June 286 

Where the money goes, Langum, Mar. 114 


Hanley, E. J., to address Controllers Annual 
Meeting, Aug. 353 

Harvard Business School, accounting and re- 
porting procedures in labor unions, research 
study, Mar. 126 

Hatfield, Henry Rand, named to Accounting 
Hall of Fame, June 281 

Hoover Commission Report, federal reorgani- 
zation summarized in, Mar. 138 

Hughes, Rowland R., urges end of nonmilitary 
spending, July 320 

Incentive compensation: 
Executives, controller's part in, Patton, Oct. 

455 


594 


Management, can stimulate big gains, Feb. 94 
Inflation: 
Beyond 5% a year a danger signal, June 272 
Controls no answer to, Jan. 46 
Dollars and doughnuts, Williams, Dec. 555 
Evaluation in business decisions, Michener, 
Jan. 11 
Gold outflow check to, July 335 
How to battle, Nov. 530 
How to fight, May 240 
Military victories endangered by home-front, 
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